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INTERNATIONAL AFFAIRS 


CEMA ADVANCES IN STANDARDIZATION OF NATIONAL ACCOUNTS STATISTICS 
Warsaw WIADOMOSCI STATYSTYCZNE in Polish No 6, Jun 85 pp 18-20 


{Article by Kazimierz Antonik, Department of National Economic Ac- 
counts and Prices, Central Office of Statistics] 


{Text} The first project aimed at working out the basic methodolo- 
gical principles governing preparation of national economic statistical 
accounts began in the mid-1960's. The decisions made by the CEMA 
Permanent Statistical Commission at its 7th meeting in Moscow from 
14 to 17 December 1965 were important events stepping up the pace of 
this work. It was resolved at the time that the work of elaborating 
the basic methodological principles of the national economic statis- 
tical accounts was to be completed in 1967. It was also determined 
that the Uniform Principles of the National Economic Statistical Ac- 
counts were to be drawn up in draft form and submitted to the Euro- 
pean Economic Commission Secretariat in 1966. All the CEMA member 
countries took part in this work. The Soviet delegation took the 
lead in preparation of the materials, with the cooperation of the 
Statistics Department of the Council Secretariat. 


At the meeting in question a decision was also made to begin work op 
elaboration of the Standardized Methodology of Compiling the Inter- 
sectoral Transfer Accounts. The Hungarian delegation took the lead 
in work on this topic, while the Soviet delegation concerned itself 
with the subtopic covering the problem of pricing in relation to 
compilation of the intersectoral transfer account. An important de- 
determination in this area was the recommendation made to the CEMA 
member countries tiat, to the extent allowed by circumstances, they 
draw up the intersectoral transfer accounts for 1968 or the years 
immediately following. 


The results of the work begun on the basis of the decisions made at 
the 7th meeting of the CEMA Permanent Statistical Commission included 
compilation of three documents: Fundamental Methodological Principles 
and Indicators of the Intersectoral Transfer Statistical Account (ap- 
~roved by the Permanent Statistical Commission at its 9th meeting in 
November 1967), System of Basic Indicators and Methodology of Fixed 
Capital Statistics of the CEMA member countries (also approved at the 

















9th meeting of the Permanent Statistical Commission ‘n November 1967), 
and the Fundamental Methodological Principles of the National Eco- 
nomic Statistical Account (approved at the llth meeting of the Perma- 
nent Statistical Commission in November 1968). 


The next subject in the area of national economic accounts, concern- 
ing problems relating to natural resources, Fundamental Methodolo- 
gical Principles of National Resource Indicator Calculation, was 
covered over the 1969-1972 period. 


The next item, covered over the 1975-1978 period, was embodied in a 
project entitled A System of Statistical Indicators of Nonmaterial 
Services and the Methodology of Their Calculation. 


The next document in this sphere was completed between 1975 and 1980. 
It concerned the income aspect of statistical accounts of population 
monetary income and expenditures. The document, Basic Statistical 
Indicators of Population Income and the Methodology of Their Calcula- 
tion, was approved by the Permanent Statistical Commission at its 
34th meeting in November 1979. 


These documents contain the full complement of methodological prin- 
ciples applicable to compilation of the national economic accounts. 
They have resulted from mutual close cooperation among all the CEMA 
member counries. 


Contents of Documents 


The Fundamental Methodological Principles of National Economic Sta- 
tistical Accounts state that the national economic accounts repre- 
sent a system of interrelated statistical tables characterizing the 
process and results of expanded capital replacement by society. The 
uniform account methodology allows organic interconnection of all 
tables and indicators. This permits thorough, comprehensive charac- 
terization and analysis of the level of economic development reached 
by the countries involved. It also allows full treatment of the 
basic economic proportions, of the structure and dynamics of produc- 
tion, consumption, and capital accumulation, and of available means 
and subjects of labor which are factors in economic growth and their 
effectiveness. 


The national economic accounts occupy a central position in the system 
of economic statistics and exert a substantial influence on the de- 
velopment of sectoral statistics. The account indicators are widely 
used for international comparisons and economic analyses. 


The document in question is made up of the following five sections. 


Section A, Basic Concepts and Definitions. It deals among other 
things with the basic functions of the national economic accourts 
connected with characterization of creacion and distribution of the 
gross national product and income, the relationships and proportions 
occurring in the process of capital stock replacement, primary 














production and primary, secondary, and final distribution of the na- 
tional income, manpower reserves, manpower distribution among eco- 
nomic sectors and its utilization, the level and structure of fixed 
capital and other components of national resources and their utiliza- 
tion in the national economy, the level of income and general con- 
sumption of material goods and nonmaterial services by the 
population, a profile of capital stock replacement, and socioorgani- 
zational types of nonproduction activities in the national economy. 


Indication is also given of the principles applicable to grouping of 
data by socioeconomic divisions and systems, an outline of the 
account layout, the basic indicators of income generation, distribu- 
tion, and utilization, the national asset and fixed capital indica- 
tors, manpower reserve indicators, price evaluation of indicators, 
public consumption of material goods and nonmaterial services, and 
foreign economic relations. 


Section B. Account of gross product creation, consumption, and ac- 
cumulation (material resource account). This account reflects the 
process and resu'ts of gross product reproduction, that is, produc- 
tion and utilization of material resources in the national economy, 
and describes the fundamental proportions and relationships arising 
in the process of creating and distributing the gross product. This 
section contains an outline of the account for the gross product cal- 
culation method, material resource utilization, the principles appli- 
cable to recording in the account figures relating to capital stock 
and consumer goods replacement, and the principles governing prepara- 
tion of the intersectoral transfer account. 


Section C. Account of generation and distribution of primary, sec- 
ondary, and final gross product and national income (the so-called fi- 
nancial account). While the capital replacement process is treated in 
the gross product creation, consumption, and accumulation accoun’. 
primarily as movement of material goods, thi« process is studied in 
the financial account as a process of income generation, distribu- 
tion, and utilization. The financial account in particular reflects 
the relationship of public, industrial, and institutional final in- 
come to domestic output and imports of means of production and con- 
sumer goods intended for use, stockpiling, and consumption in indi- 
vidual spheres and sectors of the national economy and for export. 
This section also outlines the account and the method of completing 
the individual items in the account and of determining the items 
which are to appear in it. 


Section G. Labor account. This account reflects the qvanitative and 
qualitative aspects of labor force replacement, an important factor 

in social production. It is used for study of labor force employ- 
ment, the social structure of the work force, and the distribution of 
manpower among the sectors of the national economy. It is also used 
in conjunction with the indicators of other sections of the national 
economy accounts to calculate indicators such as labor productivity, 
labor force equipment, and so forth. This section also includes 

model tables and presents the method to be followed in completing then. 




















Section D. National resource indicators and fixed capital accouni. 
This section covers basic concepts and definitions and the indicato's 
of national resources and their components, and also presents a fixed 
capital account fora. 


This document has as annexes 17 model tables making up the national 
economic accounts. 


The document entitled Fundamental Methodological Principles and Indi- 
cators of Intersectoral Transfers covers the general problems connected 
with the uniform methodology of account compilation, an account lay- 
out, data classification and assembly principles, general and detailed 
sector nomenclature, the principles of price evaluation of data, and 
and the principles of formulating data on foreign trade (exports and 
imports of material goods). The document stresses that the intersec- 
toral transfer account is an expanded form of the gross product cre- 
ation, consumption, and accumulation account (material goods account) 
and permits determination of the basic technical and econowic inter- 
relations and proportions of output use by the material production 
sphere (first part of the account) and the final demand structure. 


The document entitled A System of Fundamental Indicators and Metho- 
dology of Fixed Capital Statistics of the CEMA Member Countries con- 
tains a list of indicators, basic fixed capital concepts, the price 
formulation system, classification, account layout, and definition of 
capital repair of fixed capital, together with a concise exposition 
of the methodological principles of statistical account preparation. 


The document entitled Fundamental Principles of the Methodology of 
“*t,onal Resource Indicator Calculation covers the concepts and char- 
acteristics of national resources and gives a model table of indi- 
cators and changes in national resources. 


National resources are defined in general terms as the aggregate ac- 
cumulated material goods created by labor, foreign currency reserves, 
and foreign assets available to society over a given period of time. 
National resources also include such resources introduced into the 
economic cycle. National resources can be calculated on the basis of 
two principles, the territorial principle and the national principle. 
The territorial principle requires classification as national re- 
sources of all material assets physically present in the territory of 
a country, regardless of whether they are the property of the state 
and the citizens of the country involved or of another. The national 
principle, on the other hand, requires classification as natural re- 
sources of material assets which are the property of the nation. By 
virtue of this characteristic, national resources include all the 
public and private property constituting the national resources of a 
particular country physically present both inside and outside the 
country, but do not include the property of other states physically 
present in the territory of the country concerned. 


























The document entitled A System of Statistical Indicators of Nonmater- 
ial Services and the Methodology of Their Calculation is to be used 
for determination of the fundamental methodological principles go- 
verning elaboration of a system of nonmaterial service indicators to 
serve as a basis for standardization of the methods of devising non- 
material service indicators in the CEMA member countries, and also 
for use by the countries concerned in organization of national 
statistics and international comparisons in the area of services. 

The indicators specified in the document ensure an organized approach 
to analysis of the economics of the sphere outside material produc- 
tion, in which are included the types of activities essential for 
meeting the sociocultural and daily living needs of individual ner- 
bers of society and of society as a whole. The document also bas an 
economic content cuvering classification and price evaluatio= of non- 
material services and including a system of accounts chzeracteriz- 


ing the economy of the tonproductive sphere. 


The document entitled Basic Statistical Indicators of Population In- 
come and the Methodology ~f Their Calculation covers the concepts and 
scope of basic population income, evaluation of income in kind, 
income classification, and income indicators forming the basis for real 
income calculation, the principles of houserold classification by 
socioeconomic groups, a method of income calculation based on funda- 
mental socioeconomic population groups, and the principles of calcu- 
lating real income indexes on the basis of fundamental socioeconomic 
population groups. In this document the population income indicators 
are presented as indicators directly associated with the process of 
material production, and above all the document includes the final 
population income indicator and general population income indicator 
associated with consumption of material goods and nonmaterial ser- 


vices by the population. 


Improvement in Methodology 


The national economic developmeat of the CEMA member countries ne- 
cessitates improvement in obsecvation of the phenomena occurring and 
refinement of the methods employed for evaluation of individual areas 
of socioeconomic life. Methods of observation and statistical stud- 
ies have improved with the passage of time in every CEMA country. 
These phenomena, along with the efforts of the Permanent Statistical 
Commission to improve the fundamental methodological principles of 
statistics and the need for achieving greater cohesion and precision 
in documents compiled earlier, have led to the updating of documents 
compiled in the 1960's and 1970's. 


The documents listed below were updated over the 1980-1984 period in 
the effort to improve the fundamental methodological principles go- 
verning preparation of statistical accounts of the national econony. 


The document entitled A System of Statistical Indicators of Nowmater- 
ial Services and the Methodology of Their Calculation (approved at 

the 13th meeting of the Commission) has been improved by addition of a 
study entitled A Methodology of Calculating the Income and Expenditure 

















Accounts of Organizations and Institutions Outside the Material Pro- 
duction Sphere and A System of Nonmaterial Service Export and Import 
Indicators (approved at the 38th meeting of the Commission). These 
studies contain a system of indicators of the income and expenditures 
of organizations and institutions in the sphere outside material pro- 
duction, the scope of these indicators and the method of calculating 
them, a model account form, and discussion of the concepts of non- 
material service export and import, indicators in terms of value and 
in kind (by sectors and types of services), methodol--ical explana- 
tions of these indicators, and evaluation of nonmateria! services (is- 
ported and exported’ in national currency and in foreign currencies 


(converted to a single currency). 


In elaboration of the methodology of the income and expenditure ac- 
counts of economic units outside the material production sphere ac- 
count was taken of the fact that this account is essentially a com 
ponent of the financial account (account of creation and of primary, 
secondary, and final distribution of the gross product and of the 
national income). 


The document incorporating Section B (Account of Gross Product Crea- 
tion, Consumption, and Accumulation) in the Fundamental Methodol ogi- 
cal Principles of National Economic Statistical Accounts has been 
augmented by the addition of a number of topics and a large number of 
the concepts and definitions have been refined. In this document, 
changes, additions, and refinements have been introduced chiefly into 
the principles of data classification by sectors, as a result of the 
changes made in the Classification of National Economic Sectors of 
the CEMA Member Countries, in the division of costs into material and 
nonmaterial, in ‘he method of appraising scrap metal and utility 
waste, in the scope umd method of appraising economic activities of 
the population (such as processing of agricultural products, collec- 
tion of fcrest products other than wood and hunting, production of 
construction materials, hauling of timber from forests, and trade on 
the free market), and in price evaluation of agricultural commodity 
output and the methods of appraising noncommodity output. 


The document incorporating Section C (account of creation and dis- 
tribution of primary, secondary, and final gross porudct and national 
income) in the Fundemental Methodological Principles of the Statis- 
tical Account of the Naticnal Economy has undergone fairly extensive 
modification. Both purely editorial and substantive changes have 
been made in it. They have involved chiefly amplification and reo- 
finement of financial account definitions and concepts, amplificat- 
ticn and refinement of certain basic concepts and definitions in Sec- 
tion A, amplification of certain definitions in Section B, revision 
of the definition of secondary distribution of national income, 
broadening the possibility of classifying finincisl account data by 
the organizational unit method (for instance, by enterprise type), 
and widening the scope of additional supplemntary tables and partial 
accounts for the summary financial account. 

















The amended document contains recommendations for compilation of the 
fcllowing tables supplementing the account tables: receipts and out- 
lays of units in the material production sphere, receipts and outlays 
of units outside the material production sphere, receipts and outlays 
of private citizens, the state budget system, the social security 
system, creation and utilization of special centralized funds, the 
credit system, property insurance, and foreign economic relations. 


The amended version of this account will be submitted at the next 
meeting of the CEMA Permanent Statistical Commission for approval. 


The document entitled Fundamental Methodological Principles of Com- 
piling the Statistical Account of the National Economy has resulted 
from fairly substantial changes and additions (mostly of the editor- 
ial type) in the 1968 document incorporating the Fundamental Methodo- 
logical Principles of the Statistical Account of the National 
Economy. In its new version the document has been revised for the 
Unitwd Nations Statistical Commission. It is made up of 2 volumes. 
Voiume I contains an introduction and the following sections: basic 
conceptr and definitions, the account of gross product creation, 
consumption, and accumulation (material goods account), the account 
of production, primary, secondary, and final distribution of the 
gross product and national income (financial account), the intersec- 
toral transfer account, the labor account, national resource indicators 
and fixed capital account, indicators of population income and con- 
sumption of material goods and nonmaterial services, and the nonma- 
terial service account. 


Volume II of this document incorporates a Classification of Sectors 
of the National Economy of the CEMA member countries and a System of 
Social Statistical Indicators. 


Another two studies were revised for the 1983-1984 period in accordance 
with the work schedule of the Permanent Statistical Commission. They 
are the Methodology of Evaluating the Indicators of the Account of 
Gross Product Creation, Consumption, and Accumulation (Material 

Goods Account) in Comparable Prices and Linking of Material Goods 
Account Indicators to Natural Resource Account Indicators, and in 
particular to the fixed capital and tangible circulating capital in- 
dicators. 


Work associated with improvement in the methodology of compiling the 
statistical account of the national economy will continue over the 
1985-1986 period. 


Work on the updated draft of Section D, Natural Resource Indicators 
and the Fixed Capital Account, will be completed in 1985, and by May 
1986 work will have been completed in connection with further re- 
vision of the methodology of compiling the statistical account of 
intersectoral transfers and the problems of application of data for 
analyses and comparisons made within the framework of the Commission. 
The complete text of the updated document, Fundamental Methodological 








Principles of Compiling the Statistical Account of . e National 
Economy will subsequently be agreed upon, in 1985-1986. The update 
will be based on the amendments and additions approved by the Com- 
mission in 1983 and 1984 for Section A, Fundamental Concepts and 
Definitions, Section B, Account of Gross Product Creation, Consump- 
tion, and Accumulation (Material Goods Account), Section V, Account 
of Creation and of Primary, Secondary, and Final Distribution of the 
Gross Product and National Income (Financial Account), and Section D, 
Natural Resource Indicators and Fixed Capital Account(*) and Funda- 
mental Methodological Principles of Compiling the National Economic 
Account. The experience gained in preparing the document referred 
to above for the United Nations Statistical Commission will be taken 
into account in the updating process. 





(*) Only the text relating to linking the material goods account in- 
dicators to the natural resource account indicators, and in par- 
ticular to the fixed capital and tangible circulating capital 
indicators, was approved within the framework of this section in 
1984. 
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CZECHOSLOVAKIA 


LENART ATTENDS CPSL ECONOMIC AKTIV IN BRATISLAVA 
LD191502 Prague Domestic Service in Czech 1330 GMT 19 Sep 85 


[Text] Attended by a delegation of the CPCZ Central Committee, headed by 
Jozef Lenart, member of its Presidium, first secretary of the CPSL Centra! 
Committee, a party economic aktiv was held in Bratislava today. Taking part 
in it were officials of the party, national committees, social organizations 
of the Slovak National Front and economic employees of the West Slovak region. 
They coacentrated on the fulfillment of the conclusions of the 15th Party 
Central Committee Session, on fulfilling this year's tasks, preparations for 
the Eighth 5-Year Plan and securing annual member meetings and conferences 

of the party. 


Ignac Janak, Presidium member of the CPSL Central Committee, chief secretary 

of the West Slovak Regional Committee of the party, in the main address assessed 
the economic development and pointed out ways toward comprehensively safeguard- 
ing a successful beginning to the Eighth 5-Year Plan, in particular the ful- 
fillment of its first year in which the 17th CPCZ Congress will take place. At 
the same time, he criticized increasing losses caused by low quality production 
which increased by one-seventh compared with last year. He said that labor 
collectives must speedily implement the results of scientific-technological 
knowledge and increasing quality, as well as create the atmosphere for utiliz- 
ing the reserves of enterprises. 


CSO: 2400/607 
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CZECHOSLOVAKIA 


LENART STRESSES TASKS AT PARTY ECONOMIC MEETING 
LD192216 Prague Domestic Service in Czech 1630 GMT 19 Sep 85 


[Text] A party economic meeting with party officials, national committees 
officials, social organization officials of the National Front and economic 
managers from the West Slovakian region was held in Bratislava today. 


On the meeting agenda was the implementation of the conclusions from the 15th 
session of the CPCZ Central Committee, the fulfillment of this years’ tasks, 

preparation of the 8th 5-Year Plan and preparation of the annual membership 

meetings and party conferences. 


Josef Lenart, member of the CPCZ Central Committee Presidium and the first 
secretary of the CPSL Central Committee, emphasized during the course of dis- 
cussion that the living standard of our people and the advance of ovr society 
as such are dependent upon the attitude toward the obligatory tasks of this 
year's plan and responsible preparation of the Eighth 5-Year Plan. This neces- 
sitates the mobilization of the membership and other working people, all the 
forces and means when solving the tasks of the decisive problems of the pres- 
ent and future periods. 


Comrade Josef Lenart reminded that the party organizations have to exert their 
efforts when utilizing wide initiative of the working people by the trade 


unions, socialist youth organization and other social organizations united 
in the National Front. 


CSO: 2400/607 
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CZECHOSLOVAKIA 


CENTRAL SLOVAK PARTY LEADER REPORTS ON ECONOMIC PROGRESS 
LD231349 Prague Domestic Service in Czech and Slovak 1200 GMT 23 Sep 85 


[Text] A party economic aktiv of the Central Slovak Region attended by party 
and National Committee officials, and also by the economic management of the 
region, is being held in Banska Bystrica today. On the aktiv's agenda is the 
fulfillment of the tasks of the Seventh 5-Year Plan and the development of work 
initiative in honor of the 17th CPCZ Congress. 


A delegation of the CPCZ Central Committee, led by Miroslav Hruskovic, candi- 
date member of the CPCZ Central Committee Presidium and secretary of the CPSL 
Central Committee, is present at the aktiv. 


Vladimir Pirosik, leading secretary of the Central Slovak Region Communist 
Party Committee, noted that despite achieved positive results in social and 
economic development the problems in the fulfillment of the state plan by the 
plants and enterprises of Central Slovakia are continuing. Although the 
tasks in gross output for the January-August period were fulfilled to 100.5 
percent, 26 enterprises with a total shortfall of Kes 296 million did not 
fulfill their tasks. 


Vladimir Pirosik stressed the need to use the preparation and actual course of 
the annual membership meetings and party conferences in order to mobilize 
forces when dealing with these backlogs. This initiative ought to aim at the 
involvement of the pledges movement of working people. 


The construction industry, which was most affected by the extreme low tempera- 
tures, eliminated the shortfalls by 30 June owing to the fulfillment of social- 
ist pledges. 


Agriculture, which has been fulfilling its tasks in accordance with the plan, 
has been achieving positive results. 
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15 October 1985 


CZECHOSLOVAKIA 


NORTH BOHEMIAN PARTY LEADER CRITICAL OF INDUSTRIAL PROGRESS 
LD231212 Prague Domestic Service in Czech 1030 GMT 23 Sep 85 


[Text] A party economic aktiv on the implementation of the 15th CPCZ Central 
Committee session's conclusions, which is being held in Usti nad Labem today, 
has on its agenda the present situation in the fulfillment of this year's eco- 
nomic tasks, the preparations for the next year and for the Eighth 5-Year Plan. 
A delegation of the CPCZ Central Committee, led by Josef Haman, candidate 
member of the Presidium and secrecary of the CPCZ Central Committee, is present 
at the aktiv. 


Vaclav Sipek, leading secretary of the North Bohemian Communist Party Committee, 
said that the enterprises of the region have fulfilled the production of goods 
for the last 8 months to 100.3 percent. Despite this, 27 enterprises will not 
have fulfilled this task by the end of August. Their shortfall is Kcs 268 mil- 
lion, The rate of introduction into practice of the achievements of science 
and technology continues to be unsatisfactory. 








The report praised a number of miners, constructors, and other collectives of 
the North Bohemian region, which are creating the necessary security and the 
prerequisites for an uninterrupted dynamic development by their balanced and 
complex fulfillment of the plan since the beginning of the year. 


Vaclav Sipek adopted a critical view of the preparations of the Eighth 5-Year 
Plan. An unjustifiably careful approach in outlining new tasks is being exer- 
cised by certain enterprises, which contrasts with excessive and from the all- 
social viewpoint unrealistic demands, especially in the sphere of the number 
of the workforce and capital expenditure. 





The aktiv in Usti nad Labem declared crucially important the need to fulfill 
this year's tasks in all spheres. Thus the conditions for the acceleration 
of the process of intensification in the forthcoming 5-year period will be 
created. 


The preparation of annual membership meetings and party conferences represents 
a broad area for mobilization of all efforts of the working people. 


CSO: 2400/607 
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HRUSKOVIC ATTENDS CENTRAL SLOVAK ECONOMIC CONFERENCE 
LD232213 Bratislava Domestic Service in Slovak 1630 GT 23 Sep 85 


[Text] Communists fre. the Central Slovak Region, in the presence of a dele- 
gation of the CPCZ Ceniral Committee headed by Miloslav Hruskovic, candidate 
member of the CPCZ Central Committee Presidium and secretary of the CPSL Central 
Committee, discussed the development of work initiative during the period lead- 
ing up to the 17th CPCZ Congress at a meeting held in Banska Bystrica today. 
Lubos Krno has compiled the following report from the working conference. 


More than 600 participants in the working conference, all people from the most 
important management sectors of enterprises, plants, bodies, and organizations 
of the Central Slovak Region heard first a detailed report on the current state 
of the economy in this region delivered by Vladimir Pirosik, chief secretary of 
the CPSL Central Slovak Regional Committee. As he observed, during the past 

8 months, the region has been maintaining a high rate of industrial output 

and its growth, in excess of 5 percent, is above the state average. The region 
has also succeeded, in line with the state plan in reducing the number of un- 
finished building projects. This means that investment has declined by more 
than 10 percent. There are nonetheless enterprises, Comrade Pirosik stressed, 
which are failing to meet their targets. For instance 15 enterprises have 
failed to fulfill their targets in terms of adjusted net output and 19 enter- 
prises have not achieved the production target. Enterprises in the timber, 
furniture, cellulose, and paper industries recorded the largest shortfall--in 
financial terms, as high as Kcs 170 million. A serious warning was therefore 
issued by the conference, that is unless this state of affairs is improved in 
these branches the fulfillment of this year's targets in the region is under 
threat. Great commitment by the technical intelligentsia in terms of techno- 
logically creative initiative should contribute to this. At the close of his 
report he called on all those present to develop maximal initiative during the 
remaining 3 months, when it will still be possible to decide whether we will 

be able to look back on the years of the Seventh 5-Year Plan with a clean slate. 


Comrade Miloslav Hruskovic was also among those who spoke in the ensuing debate. 
He briefed the participants in the working conference about the current state 
and aims of the CSSR economy where the higher growth rate in the formation of 
resources and structural changes are to be used to secure higher social con- 
sumption. Comrade Hruskovic appealed to all that production cannot be for its 
own sake but markets must be secured. The national income has increased com- 
pared with the first half of last year by 2.5 percent. Despite this, 
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shortcomings still persist both in the domestic and overseas market, although 
we have for the first time in 10 years both an active balance and a good foreign 
exchange balance sheet with the nonsocialist states. Nonetheless, it will be 
necessary to make a very rapid radical leap especially in scientific and tech- 
nological development, which can also influence quality. Since the dictum is 
valid that only the economy can decide the victory of socialism, then the catch- 
ing up of the nonsocialist states in certain areas must be our prime objective 
so as not to be dependable on imports and so as to be able to compete better in 
production, labor productivity, and the like. 


And this, along with other contributions to the debate--such as for instance, 
the speech made by Anton Kolenicka, managing director of the Sverma iron works, 
who reported the fulfillment of the targets set in the Seventh 5-Year Plan on 
19 September-—-left an awareness among all those present that the remaining 
months must be a true school of labor. initiative, skill, and knowledge. 


CSO: 2400/607 
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15 October 1985 


CZECHOLSOVAKIA 


HOFFMANN, COLOTKA, PITRA ATTEND REGIONAL AKTIVS 
LD210917 Prague Television Service in Czech and Slovak 1730 GMT 20 Sep 85 
[No video available] 


[Excerpts] Party economic aktivs have taken place in three other regions of 
our republic today. The delegations of the CPCZ Central Committee participated 
in these aktivs. Comrade Petr Colotka was present at the East Slovakian aktiv 
held in Kosic. Aktiv of the East Bohemian region held in irajec Kralove was 
attended by Comrade Karel Hoffmann. Comrade Frantisek Pitra visited the Cen- 
tral Bohemian Region, where the aktiv’s participants gathered in Pribram. 


First, let us turn our attention to the conclusions of the 15th session of the 
CPCZ Central Committee, as discussed by the participants of the aktiv in 
Kosice. 


The report, given by Jan Pirc, leading secretary of the East Slovak Communist 
Party Committee, noted that gross output has at present been overfulfilled by 
Kes 360 million, goods output has been overfulfilled by almost half a billion 
Kes and the export plan has been also being overfulfilled. However, the plan 
of net output, is not being fulfilled by as many as 2) enterprises. The losses 
from the production of sub-standard quality has been in the last 8 months 
higher by 12 percent than they were last year. He expressed his dissatisfac- 
tion with the pace and volume of innovations and with the introduction of in- 
dustrial robots and manipulators. Out of planned 150 automated working places, 
only 118 were set up. 


Critical tone of his report was reflected iso in the discussion that followed: 
A number of proposals of individual enterprises for elimination of problems 

in the fulfillment of the tasks of the last year of the 5-year plan were voiced. 
Comrade Peter Colotka, head of the CPCZ Central Committee delegation, also 
participated in the discussion. 


During the opening of today's party economic aktiv in Hradec Kralove, Fraktisek 
Tesar, leading secretary of the East Bohemian Communist Party Committee, 
stressed that not all the organizations managed to commence in time the implemen- 
tation of the conclusions of the 15th session of the CPCZ Central Committee 

and that despite a number of positive attitudes, the achieved results do not 
correspond to the working group of the collectives. He also pointed towards 
considerable differences in the fulfillment of the tasks of the plan, which 
exist among individual enterprises of the region. 
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Then Comrade Karel Hoffmann gave a speech. In the context of the issues 
connected with the accelerated intensification of national economy he dealt 
among other things with the problems of energy intensive character of produc- 
tion and despite the fact that the East Bohemian Region had fulfilled the 
tasks of the state target program 02, there is stiil a number of enterprises, 
where the losses are unnecessary. 


He then went on to stress the need of high quality of production, because 
this consequently influences the efficiency of our exports. 


Comrade Hoffmann then dealt in greater detail with the causes of certain diffi- 
culties in the fulfillment of this year's plan. He noted that the party bodies 
reject the tendencies of a number of enterprises, where they count on modifica- 
tions of this year's plan. It will not be the reality, but the plan for this 
year, which will become the base for the fulfillment of the more demanding 
tasks, which will be outlined by the 17th congress of our party. 


When concluding his speech, Comrade Hoffmann stressed the significance of wide 
initiative of working people and at the same time the necessity of common 
Strategy of the party, trade union, socialist union of youth organizations 
when fulfilling all the important tasks of national economy. 


Industrial enterprises and plants of the Central Bohemian Region contribute 
approximately 9 percent toward the total production of our industry. And be- 
cause some shortcomings have come to the surface, apart from valuable and posi- 
tive results, the party economic aktiv in Pribram had a lot to discuss. 


Frantisek Hanus, leading secretary of the Central Bohemian Regional Party Com 
mittee, in his speech praised the initiative of the enterprises in leveling out 
the production shortfall at the beginning of the year. However, he at the same 
time noted that despite the fact that the positive results in the economy of 
the region prevail, the qualitative indicators, increased considerably this 
year, are not being achieved by many enterprises. Comrade Frantisek Pitra par- 
ticipated in the discussion. 


CSO: 2400/607 
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CZECHOSLOVAKIA 





HAMAN NOTES INDUSTRIES LAGGING BEHIND 
LD192347 Prague Domestic Service in Czech 1930 GMT 19 Sep 85 


[Text] The tasks of the CPSL city organization in the implementation of the 
tasks of this year’s plan, in ensuring the economic tasks of 1986 and in the 
course of preparations of the Eighth 5-Year Plan in the Slovak capital as well 
as the content of the conclusions of the 15th session of the CPCZ Central Com- 
mittee and the CPSL Central Committee which followed, were disucssed today in 
Bratislava by participants of a party economic aktiv. 


Cejza Slapka, member of the Presidium o. the CPSL Central Committee, leading 
secretary of the Bratislava Party City Committee, when evaluating this year's 
fulfillment of the state plan said that the fuel, energy, electrotechnology 
and engineering industries are most behind, but innovation and quality of pro- 
ducts has improved markedly. 


Josef Haman, head of the delegation of the CPCZ Central Committee, candidate 
of its Presidium, in the discussion recalled that the demands and tasks of the 
time demand that work in production and nonproduction organizations should be 
going at full speed and the tasks set out should be fulfilled in all sectors. 
On the meetings of primary organizations of the party he said that they must 
take place in the spirit of a critical demanding nature and the breaking down 
of formalism, which still remains in some places and which slows down the ac- 
tivity of the people. Communists should speak openly not only about results 
achieved but also about tasks of the forthcoming period, which will be marked 
by the strengthening of order and discipline. At the close, Josef Haman empha- 
sized the key role of intensification and scientific and technical development 
and the importance of speeding up its results in practice. 


CSO: 2400/607 
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TALKS IN MOSCOW--Svatopluk Potac, deputy federal premier and chairman of the 
State Planning Commission, had talks in Moscow today with Nikoley Baybako. , 
deputy chairman of the USSR Council of Ministers and chairman of the State 
Planning Committee. The two representatives reviewed results of work to date 
on coordination of the national economic plans of the two countries for the 
period 1986-90. They noted the good conditions that have been created for the 
all-round deepening of the further dynamic growth of mutual economic relations. 
They also agreed on the final work to complete the coordination of national 
economic plans between the Soviet Union and Czechslovakia. [Text] [Prague 
Domestic Service in Czech and Slovak 1200 GMT 13 Sep 85 LD] 


NORTH MORAVIAN AKTIV--Milos Jakes, member of the Presidium of the CPCZ Central 
Committee and secretary of the CPCZ Central Committee, spoke at the aktiv of 
leading party officials and economic managers of the North Moravian Region. 
Milos Jakes stressed that the party mobilizes the communists and all the work- 
ing people to ensure the fulfillment of this »».ar's plan, which has to be a 
stepping stone for the fulfillment of the qualitative indicators characteriz- 
ing the Eighth 5-Year Plan. He stressed the necessity of accelerating the 
intensification of the national economy, which goes hand-in-hand with the 
efficiency and quality of total work output. Milos Jakes praised the efforts 
exerted by the working people of the North Moravian Region. These efforts 
contribute toward the implementation of the conclusions of the 16th Party Con- 
gress. He noted that new attitudes towards intensification, quality and effi- 
ciency require a wide mobilization of working people, which is the foremost 
task of the communists. [Text; [Prague Domestic Service in Czech and Slovak 
1500 GMT 19 Sep 85 LD] 


HAVLIN ADDRESSES AKTIV--An aktiv of political and economic managers of the West 
Bohemian Region, which took place in Plzen today, had on its agenda the imple- 
mentation of the conclusions of the 15th session of the CPCZ Central Committee. 
Josef Havlin, secretary of the CPCZ Central Committee, noted during the course 
of discussion the experience of the Prague City Party Committee, which shows 
that in order to increase the efficiency of our national economy it is neces- 
sary to cross the boundaries of the enterprises’ activities and to increase to 
a higher degree their cooperation with the institutions representing potential 
resources of scientific and technological advance. These are the higher edu- 
cational establishments, scientific and research institutes and the research 
units of the Academy of Science. Josef Havlin also noted that the necessity of 
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deeper and more effective cooperation, integration and creation of joint prob- 
les: solving teams with the CEMA countries, in particular with the Soviet Union, 
has been acquiring great significance. [Text] [Prague Domestic Service in Czech 
and Slovak 1600 GMT 19 Sep 85 LD] 


COOPERATIVE FARMERS’ MEETING--The Union of Cooperative Farmers Central Committee 
discussed today the tasks arising from the recently adopted measures for the 
development of the system of planned management of the agricultural and food 
complex in the Eighth 5-Year Plan. The meeting was attended by Frantisek Pitra, 
secretary of the CPCZ Central Committee. Pavol Jonas, chairman of the Unicon of 
Cooperative Farmers Central Committee stressed that the adopted measures make 
new demands of agricultural production and of the union's work primarily in the 
development of work initiative and socialist competition. When pledges are 
made it is the quality and effectiveness of the entire work that must come first. 
It will be necessary to direct work initiative far more than hitherto at the 
intensification of forms of work organization and the management of production 
processes and also at a broader application of scientific and technologica' 
findings in practice. The Union of Cooperative Farmers Central Committee then 
discussed measures intended to improve further the quality of the comprehensive 
welfare of cooperative farmers in the next 5-year period. [Text] [Prague 
Domestic Service in Czech 1430 GMT 23 Sep 85 LD] 
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GERMAN DEMOCRATIC REPUBLIC 


INTERFLUG DIRECTOR REVIEWS AIR TRANSPORT ACHIEVEMENTS 


East Berlin INFORMATIONEN DER ZIVILEN LUFTFAHRT in German No 4, 1985 (signed 
to press 30 Apr 85) pp 115-117 


[Article by Lt Gen Dr Klaus Henkes, deputy minister for transportation and 
director general of INTERFLUG) 


(Text) This speech was given on 7 May 1985. Earlier, 
Otto Arndt, GDR minister for transportation, had talked 
about the same topic, awarded and affixed to INTERFLUO's 
banner of honor the gold sedal "Star of Friendship Between 
the Peoples", and handed the insignia of flight captain to 
pilots of the enterprises General Air Services, Agricultural 
Air Services and Aerial Reconnaissance, Industrial and 
Research Air Services. 


Editorial Board 


We, the working people of INTERFLUG, thank you, comrade sinister, for your 
words of praise and appreciation for our work. We have fulfilled the promise 
we gave you 5 years ago, in the course of our struggle meetings at Berlin- 
Schoenefeld Airport, when you affixed the Karl-Marx Medal to the INTERFLUG 
flag. We have carried out all the assignments given us by the party and 
government. We have carried gany sillions of passengers in an orderiy fashion 
and without injury. Our goods production has crossed the billion line, and we 
have achieved this by the greatest possible growth of efficiency and with 
steadily lower energy consumption. We have brought aid to peoples in need and 
honorably represented the German Democratic Republic the world over. We are 
proud and happy about the words of Comrade Erich Honecker who expressed his 
appreciation to INTERFLUG for its outstanding merits in the creative 
application of Marxisa-Leninism and in the struggle for peace and friendship 
among the peoples. We want to reaffire our promise to you, comrade minister, 
that we will do everything in our power to prove ourselves worthy of the high 
honor--to be the recipient of the Karl Marx Medal and the gedal "Star of 
Friendship Between Peoples." 
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At this time, when ail mankind celebrates the victory of Hitler fascism, we 
bow to the scns and daughters of the Soviet Union, who fought and died so that 
in our country, too, socialism--the most humane of all societies--could be 
constructed. 


Never before in the history of mankind did a people forced to sacrifice 20 
million of its best to achieve victory, immediately help the vanquished to 
build an equal and decent life. We thank the Communist Party of the Soviet 
Union for its wise and sacrificial struggle for the happiness and future of 
man, and we thank the heroes of the Soviet Army for successfully following the 
precept "not to see their supreme commandment in preparing, causing or 
conducting war but in preventing war as such." 


We, the working people of INTERFLUG, promise to do everything in our power so 
that the wise policv of the Socialist Unity Party of Germany for the 
preservation of peace and victory over the forces of war should continue to be 


crowned by success. 


At this festive time, our thoughts return to the day, 30 years ago, when the 
GDR Government decided to establish GDR civil aviation and assigned it the 
task to back socialist construction by a modern aviation enterprise, efficient 
airports and a competitive international air service. From the very 
beginning, the working people of INTERFLUG have committed themselves to this 
government assignment with affection and enthusiasm, hard work and in the 
spirit of sacrifice. In the 30 years of its existence, INTERFLUG has become a 
worthy element of our workers' and farmers’ state. The best collectives 
received high distinctions for their achievements. The were awarded the Karl- 
Marx Medal, the Fatherland Order of Merit, the National Prize and the honorary 
titles "Hero of Work," "Honored Worker in Transportation" and "Honored 
Engineer of the People." INTERFLUG flourished and developed thanks to the 
prudent and skillful manage ient by our first general director, the 
unforgettable comrade Arthur Pieck. As always in his combative life, Comrade 
Arthur Pieck passionately committed his exceptional political experiences and 
knowledge to the accomplishment of the tasks set civil aviation. He managed 
very quickly to weld the working people recruited in all regions of our 
republic into a sound collective which manfully struggled to meet the steadily 
rising challenges. It is thanks to his outstanding and respected personality 
that the agreements necessary to the initiation of international air service 
were soon concluded. His work was successfully continued by comrades general 
directors Karl Heiland and Kurt Diedrich. On the occasion of our 30th 
anniversary, we thank our friends, the pilots and technicians of AEROFLOT. It 
is our sincere conviction that "there would be no INTERFLUG without AEROFLOT." 
Let me mention the members of the Uvarov crew as standing for all Soviet 
comrades who helped us in the past and are still aiding us. They taught us to 
fly, they taught us how socialist airmen should live, they taught us how 
socialist airmen should fight. 


The great hour for the young GDR aviation enterprise struck on 16 September 
1955 with the start-up of the first passenger aircraft, an IL-14, built in the 
Soviet Union. Comrades Otto Grotewohl and Willi Stoph were our first 
passengers. This first flight had an important political mission, the 
Signature of the treaty of state between the USSR and the GDR. Moscow was our 
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first flight destination. And that is how it continued and will continue: 
Our route Berlin-Moscow-Berlin is the elite route, the route of friendship. 
All new aircraft are first flown on this route. Together with AEROFLOT, we 
travel this route up to nine times daily. It was the route taken by the 
initial international flight of the IL-86, the Soviet flag aircraft. The 
first flight, the first international route, was quickly followed by many 
others. The routes to the socialist capitals were succeeded by those to many 
other countries on four continents, for example to Amsterdam, Beirut, Cairo, 
Damascus, Helsinki, Milan, Vienna. The present route network of INTERFLUG 
includes 65 international routes with a length of 180,000 km. So far our 
crews have landed at 197 international airports in 95 countries. Fifty-five 
State aviation treaties, concluded in sometimes strenuous and complicated 
negotiations by the comrades of the main civil aviation administration, permit 
us to carry out the political, foreign policy, economic, cultural and 
scientific missions assigned INTERFLUG by our government. Thirty years ago, 
our crews began flying aircraft types AN-2, IL-14, AN-24, L-60, IL-18, Mi-4 
and 2-37. We are now using the efficient aircraft types TU-134, IL-62, PZL- 
106, Mi-8, L-410, M-18 and Ka-26. All types of aircraft used by INTERFLUG 
have in common reliability, carrying capacity and maneuvrability. Our 
engineers and mechanics are distinguished by handling and maintaining with the 
greatest possible technical mastery all aircraft and helicopters in the 
INTERFLUG fleet, by handing them over to the crews ready for take-off. Thanks 
to their efforts, all aircraft are flown right up to the end of their longest 
conceivable working life. Our pilots accomplished bold deeds on the 
foundation of this synthesis of excellent aircraft design and masterly 
aircraft maintenance. They were the first to land on Luanda Airport when war 
still raged around it, thus coming to the aid of the people of Angola. Hours 
after the end of the war in Lebanon, they unloaded in that country vital 
products for Lebanese children. In Afghanistan, they rescued stranded 
citizens of capitalist countries. They were the first to cross the South 
Atlantic with deep frozen serum to help at the last minute to prevent the 
outbreak of a serious epidemic. In murderous heat, they are now flying heat 
from and to primitive airstrips in Ethiopia, to bring tons of food to the 
people threatened by famine. 


With enthusiastic affection for their work, never flagging commitment and 
enormous precision, our agricultural pilots accomplish the class task of 
speeding up the construction of socialism by helping agriculture to achieve 
the largest possible yields. In genuine socialist cooperation with farmers, 
foresters and horticulturists, they fight year by year for record harvests, 
healthy forests and first class fruit. Their deployment is increasingly 
efficient in adverse weather conditions, against massive pest attacks and in 
fighting forest fires. It is to the credit of agricultural aviation that last 
year more than 500,000 hectares forest (25 percent of our republic's forest 
stock) were preserved for our national economy and our people instead of 
falling prey to destructive pests. The agricultural pilots of Cuba, Nicaragua 
and Vietnam speak with affection and appreciation of the proletarian 
internationalism of our agricultural pilots, because these latter selflessly 
and in the spirit of comradeship make available their experience and 
equipment. 
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The workers in aerial reconnaissance and industrial aviation increasingly 
merit thanks for the fact that our national economy is able with growing 
efficiency to realize Lenin's doctrine of the ultimately decisive role of 
labor productivity in the victory of socialism. Engineers and workers in the 
combines of the economy, hydraulic engineering and the ports of the GDR have 
every confidence that industrial aviation will help them cope with complex 
technical problems by bringing to bear its aerial mastery and great precision. 
In cooperation with industrial pilots, our railroaders record outstanding 
achievements in electrification. The rising quality of our aerial 
reconnaissance is also immensely beneficial for our national economy. Aerial 
reconnaissance is one of the factors responsible for enabling the brown coal 
industry to set new output records day by day, for making it possible to 
achieve the miracle of an industrial nation such as ours to satisfy its energy 
needs by brown coal. 


INTERFLUG's latest offspring, research aviation, is already beginning to help 
our science and economy on new and bold projects. We are convinced that it 
will soon appropriately represent INTERFLUG in this field also. 


At all hours of the day and night, many workers at INTERFLUG airports carry 
out the complex tasks of handling passengers, aircraft, freight and mail. 
This year we will carry more than 3 million passengers. We must all 
appreciate that it takes a great deal of technological expertise, the utmost 
flexibility and, often, great physical strength to work the peak hours. At 
this time we should also thank all those who help us in this hard work: The 
comrades of the passport control units, the comrades of the security organs, 
the comrades of the People's Police who ensure the security of our operations. 
It is thanks to the expertise of their personnel that GDR airports are among 
the safest in the world. At this hour, we would also like to do homage to the 
tireless and skillful work of our colleagues in the airport facilities 
department and the winter service. We are obligated to them for enabling our 
airports to be operable even in the worst weather conditions. 


Thanks are also due our faithful and reliable helpers in MITROPA, the MINO 
refueling service, the meteorological service and the physicians and nurses of 
the aviation medical service. 


Our air safety controllers provide a crucial contribution to the excellent 
reputation enjoyed by GDR aviation. The precision of their decisions, the 
masterly technology of handling complex traffic flows of civil and military 
aircraft ina very small space--they have made the air space above the GDR 
outstandingly safe and able to accommodate maximum traffic. We must 
appreciate the fact that GDR air safety consistently demonstrates to the world 
that the CEMA countries are capable of producing high precision navigational 
and landing devices which are in no way inferior to capitalist products. 


By the automated control system "GAMMA-1," the engineers and scientists of our 
air safety service were the first to approach the synthesis of highly 
productive technology, automation and modern equipment, the only one 
conceivable for the future of INTERFLUG. 
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Among the personnel of INTERFLUG, 38 percent are graduates of universities and 
technical colleges. INTERFLUG thus has the greatest intelligence potential 
among all enterprises of our national economy and uses it with great intensity 
in the day-to-day transportation process. The high speed at which our 
performance and efficiency are rising reflects the fact that, in conformity 
with the party's demands, INTERFLUG converts the intelligence potential to 
scientific-technical progress and, consequently, social wealth. Our resolute 
enforcement of the extensive intensification of the reproduction process helps 
implement the economic policy of our party. The head office and local 
management staffs are increasingly successful in orienting the interests of 
INTERFLUG, its enterprises and collectives to the most efficient operation. 
This is evidenced by such successful projects as 


-- The extension of the life of IL-18 amnd IL-62 aircraft, the 2-37 
agricultural aircraft and the K-26 helicopter; 


-- The rapid introduction and sovereign mastery of the automated system for 
booking and selling air services, the automated aviation telecommunication 
System and the PRIKAS automated process control system; 


-- The outstanding education and training results of the A.N. Tupolev in- 
enterprise vocational school and the enterprise academies; 


--The top standard handling equipment designed and constructed by our own 
rationalization aid construction and, not least, the new airport handling 
facilities in Schoenefeld and Schkeuditz, which were built in record time. 


It is to the credit of the clever and skilfull managers of our air service 
sales and our general aviation management that our great and powerful 
competitors on the merciless imperialist world market admit that INTERFLUG 
successfully competes with them and sometimes scores off them with regard to 
foreign exchange earnings, although our competitors enjoy numerical and 
financial superiority. Our managers are getting constantly better at 
utilizing the advantages of socialism's superiority in the direct 
confrontation with the capitalist economy. 


INTERFLUG, an enterprise charged with serving the national economy and the 
citizens, is confronted with the task of responding to the constantly faster 
rate of developments and the increasing demand. We have therefore proclaimed 
the following task the party congess objective of INTRERFLUG: 


"Safe and punctual carriage, high=-quality handling and the exemplary care of 
passengers." The working people of INTERFLUG are therefore properly taking 
their place in our people's powerful movement in honor of the Eleventh SED 
Congress. After 30 years of successful efforts and starting in this festive 
hour, we are thus beginning a new stage in the history of INTERFLUG with the 
Slogan: "The best possible performances for the benefit of the people and for 
peace." 


To this end I wish us all good health, enjoyment of our work and success. 


d38?° 2300/508 
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[Text] In accordance with the economic strategy of the 1980's, increasing 
scientific and technical advancements in the metal-processing industry, par- 
ticularly in machine construction, are going beyond isolated solutions g¢nd are 
leading increasingly to the automation of entire sectors of production. 

Thus there is, in addition to automation in materials-handling, using CNC 
(computerized numerical control) machines for example, at the same time auto- 
mation of labor processes through the step-by-step introduction of computer- 
ized information and control systems (CAP/CAM [as published] technology). 


This development is leading to substantial changes in the functional divisions 
between man and materials and thus likewise to altered forms in the division 
of labor and labor cooperation among those involved in the preparatior, imple- 
mentation and ensuring of production processes. In terms of operations re- 
search, the resulting consequences with regard to employing human beings and 
to using qualitative labor capacity in a manner that is both effective and of 
benefit to the individual, in so far as is predictable, are problems which 
have been formulated but which currently, and not without reason, have only 
been taken into account under certain conditions and with regard to certain 
aspects. 


In automated manufacturing systems structural solutions based on operations 
research are subject to relatively higher demands. Because the degree of 
automation in the subsystems (processing systems, manipulating systems, work- 
piece flow systems, storage systems, information and control systems, etc., up 
to and including quality assurance and maintenance systems) is still frequent- 
ly uneven, content-related and time-structured aspects of compatibility re- 
lated to the labor functions of preparation, implementation and ensuring of 
production as accomplished by the labor force, must in large measure be taken 
into account. 
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Within the scope of efforts to ensure a uniform level of planning in terms of 
technology, organization and the labor force, an essential area of endeavor 
from the operations research point of view is to structure labor tasks as 
input parameters during the planning stage of the manufacturing system. There 
is at the same time this goal: Based on planning which is accompanied by 
operations research, which begins at the planning stage and wonds after stable 
continuous operetion of the system is achieved, a basis must be established 
for analyzing, evaluating and structuring labor tasks in the specific area of 
highly integrated manufacturing systems. 


In addition to devising concrete structural solutions for the commercial en- 
deavor in question, the anticipated result of this planning-related procedure 
is to develop verifiable empirical models of these tasks which can be gener- 
alized in certain technical and technological configurations, and to continue 
to compile what is now still incomplete operations research information on 
innovative processes. This article therefore deals with both the concept and 
the investigative and structural questions. The results of the investigations 
and the structural solutions will be the subject of later articles. 


he The Labor Task as a Parameter of Operations-Research Structuring 
1.1. On the Topic of Labor Tasks 


Task structuring, as one area of operations-research activity in the planning 
of manufacturing systems, requires a broader differentiation of the generally 
applied labor-law definition in which the labor task is understood as that 
part of the overall work within the enterprise which the employee has agreed 
by contract to perform. 


From an operations research point of view, a distinction must first be drawn 
between the prescribed or set, and therefore /objective/ [in italics], labor 
tasks and the labor tasks as they are variously assumed, interpreted and/or 
redefined by the employees--in this sense the subjective labor tasks. 


Of primary interest in the development of structural solutions at the planning 
stage are the /objective/ [in italics] labor tasks. Workers in our society 
are informed of these tasks in the form of labor contracts which state what 
the workers are to do to achieve production goals, what forms the division of 
labor and labor cooperation are to take and how they are to interact with 
materials in achieving production goals. Because of its direct association 
with the production goal the description of the labor task at the same time 
contains instructions to the worker concerning job functions which may have 

a bearing on the preparation, implementation and ensuring of production. 


Thus the labor task has both a /formative/ [in italics] and a /behavioral/ [in 
italics] function with regard to the activities to be performed by the employ- 
ees in achieving the production goal. This makes clear the substantial opera- 
tions-research potential in terms of how labor tasks are structured during the 
planning of manufacturing systems, particularly in view of its formative func- 
tion regarding labor activities. Among other things the labor task in prin- 
ciple establishes the following: 
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- Whether and to what extent activities even exist which, in addition to ac- 
complishing the producti.n process, also involve preparation, disposition, 
planning and monitoring, and which are of benefit in terms of the qualita- 
tive labor capacity of the workers 

- What decision-making capabilities and goal-oriented options the workers have 
and how much responsibility they have in terms of actual potential influence 

- How much maneuvering room the workers will have and what possibilities exist 
for cooperative work efforts and social communication 


However, this potential for an operations-research based structuring of labor 
tasks can only be realized if the task structure which is feasible based on 
the job functions involved is oriented toward the principle off ensuring /com- 
plete activity structures/ [in italics], so that incomplete a:tivities 
(Volpert, 1975, quoting Hacker et al, 1983), with their considgrable per for- 
mance-, individual-, and health-related risks, can be avoided. Complete 
activity stryctures at the same time satisfy the requirements for progressive 
job content. 


1.2. Task Structuring in Conjunction with Technical and Technological System 
Parameters 


Applying a modified form of the differentiation commonly made in the technical 
sciences between ghe space-function and the time-function principles of manu- 
facturing systems makes it possible to organize task structures into a 

basic interrelated overall structure containing the subsystems of integrated 
manufacturing systems on the one hand and the resulting basic components of 
materials and human labor which are important in terms of operations research 
on the other (see Fig. 1). In particular it follows that: 


Based on a functional division between man and materials, job functions allow 
themselves to be classified as a part of human labor within the individual 
subsystems of a manufacturing system. Keeping in mind the potential for the 
division of labor and labor cooperation at the planning stage, these job 
functions (which have already been determined as inventory) can be included as 
elements used to formate and define labor tasks. 


Corresponding to the definition of labor tasks, workplaces and/or work sta- 
tions and, on a broader scale, structures within the areas of manufacture are 
formulated. Task structuring with this aspect in mind, however, remains on 
the level of the space-function principle of manufacturing systems and permits 
in essence only a /stationary/ [in italics] view. 


This is not yet sufficient for structuring the task. Rather, a /dynamic/ [in 
italics] view at the level of the time-function principle of manufacturing 
systems must also be included. The core of such a process view exists: 


© On the one hand as the components of mechanized labor in a process-con- 
trolled, mechanical manufacturing sequence, and, as a complement thereto, 

o On the other hand, necessarily as the components of human labor in the 
process-related, regulated sequence of activities 
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Therefore, it is important in the structuring of labor tasks first of all that 
awareness of the sequences of activities, in terms of specific content, time 
required, frequency, technologically important deadlines, etc., which focus on 
the manufacturing process make possible an adequate evaluation of how job 
functions can be combined in labor tasks. This means that the question of 
what job functions are to be included in what combinations as elements of the 
synthesis of labor tasks in order to achieve increased performance, promotion 
of the individual, job motivation, optimization of performance, etc., even 
extending to feasibility, can currently only be answered by analyzing and 
evaluating the content vs. time sequence structure of the labor activity and 
its effects--thus at the level of realizing the task. 


From the above it is clear in general that operations-research related struc- 
tural parameters which must also be included in the planning of manufacturing 
systems must already have been considered during the structural organization 
phase, keeping schedule organization in mind. 
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Fig. 1 Relationships Between Time and Space Principles in Manufacturing 
Systems and Essential Components of Mechanical and Human Labor 


Key: 

l. Processing systems 13. Time-function principle 

2. Manipulating systems 14. (Dynamic view) 

3. Workpart flow system 15. Important in terms of operations 

4. Storage system research 

5. Information and control system 16. Basic components, primarily of 

6. Supply and waste removal systems mechanical labor 

7. Economic plan - Flow system 17. Basic components, primarily of 

8. Quality assurance system human labor 

9. Maintenance system 18. Workplace [1 ... n] 

10. Subsystems of automated 19, Labor task [1 ... n] 
manufacturing systems 20. (Spatial and technical/technologi- 

ll. Space-function principle 21. (Job functions as elements) 

12. (Stationary view) 22. Process-controlled mechanical 


production sequence 
23. Process-regulated activities 
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1.3 Task Structuring Within the Scope of the Scientific Organization of Labor 


In view of the fact that the scientific organization of labor is oriented 
toward the preparation of investments, as well as toward the planging of 
manufacturing systems as a part of the groundwork for production, it is 
necessary that there be agreement at the highest levels ir, evolving the 
technological and organizational planning. Because primary operations- 
research information initially is still incomplete, task structuring,, pogether 
with other measures involved in the scientific organization of labor, must 
be the subject of several, increasingly well-defined steps within the invest- 
ment and planning process: 


- In analyzing the basic funds available, e.g. evaluating how the working 
capital is to be used and creating the required working conditions 

~- In evolving the documentation with the objective of providing a more well- 
defined view of the project-specific operations-research requirements 

- In evolving the documentation for basic decision-making in terms of the task 
structuring variables within the scope of concepts applied in the scientific 
organization of labor 

- In evolving the plan to be implemented (e.g. detailed plan), as well as in 
realizing the plan (trial operation and continuous operation) for selecting 
or more precisely defining the structure variations of labor tasks. 


In accordance with this link to the scientific organization of labor, activi- 
ty-oriented task structuring based on the manufacturing process forms the 
basis for drawing conclusions about, among other things: 


- The design of workplaces and manufacturing areas (corresponding to the view 
that task structuring is to fulfill a formative function for defining work- 
places and a classification function for manufacturing areas) 

- Organizational solutions for the realization of job functions involving both 
cooperative or collective efforts in preparing for production, and basic and 
auxiliary production processes with regard to full utilization and availa- 
bility of manufacturing systems in using the basic funds 

- Labor force solutions depending on scope, type of application and qualifi- 
cations profile corresponding to the type and number of accounting depart- 
ments anticipated for the utilization of the working capital involved and 
for securing greater labor productivity 

- Conceptualizing system-adequate wage structures and performance figures, as 
well as other forms of stimulation 


On the one hand task structuring forms an essential basis for these structural 
factors in terms of system-compatibility and interrelationships, and on the 
other hand makes such interrelationships a prerequisite for ensuring its ef- 
fectiveness. From this point of view the structural factors mentioned coin- 
cide with the subject areas involved in task structuring. 
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2. Investigative Approach 
2.1. Investigative Planning 


In operations research the degree of structural latitude which is always 
present is also viewed as necessary for process-oriented task structuring in 
highly-integrated manufacturing systems. The goal-related parameters to be 
striven for, such as promotion of the individual, lack of interference, lack 
of injuries and feasibility, all of which resulf,in increased performance, are 
described in the literature and are well known. 


Of equal significance are the exclusionary parameters at opposite poles of the 
structural latitude which, as risk factors to be avoided at all costs, repre- 
sent the level of operations-research compromise in task structuring. The 
most important risk factors subject to empirical control relate to production, 
reliability, incorrect job placement (including lack of qualifications), 
liability, health and job dissatisfaction (including lack of motivation). 


Even though there are conditional links between goal-related parameters and 
exclusionary parameters, a methodical approach to controlling and avoiding 
risks is of primary importance. In terms of investigative planning this has 
the following consequences: 


The investigations are directed toward task structuring in manufacturing 
systems which are in the planning stage. However, they cannot be limited 
exclusively to the planned technology because the analysis and evaluation of 
the quality level of this structuring, which necessarily precedes and/or 
accompanies task structuring, must first of all take place at the level of 
labor activity; this aspect represents the levels of realization and effect 
with regard to task management. 


The information required here cannot be determined solely from the planning 
documents. In essence this is true for: 


A sufficiently precise definition of the time-content structure of job 
sequences involved in the individual job functions such as servicing, 
set-up, monitoring, etc., insofar as this is not possible using simulations. 
In synthesizing labor tasks by combining job functions these kinds of data 
represent indispensable evaluation parameters for avoiding production and 
reliability risks (such as losses involving availability, capacity and 
quality, for example). 
~ The type and degree of stresses which produce negative consequences as 
improper stress-related risks to be avoided 
- The possible occurrence of psychosomatic illnesses, as well as job dissatis-~- 
faction in the sense of avoiding health-related or incorrect job-placement 
risks 
~ The skill level and expectations of employees with regard to their future 
activities as essential criteria for the planned structure level within the 
scope of task structuring which is specific to one target group or adaptive 
(see Ulich, 1982, quoted from Hacker, et al, 1983), as well as for the wil- 
lingness to utilize and/or to obtain further qualifications. 
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Therefore, in addition to the planned technology, there are first investiga- 
tions into enterprises which have similar processes or process elements, e.g. 
similar servicing requirements, similar working materials using NC (numerical 
control) or CNC (computerized numerical control) and the like, and which in 
the most favorable situation represent reference technologies. 


Secondly, within the scope of planning-related activities there are investiga- 
tions into the technology to be realized which go beyond the planned tech- 
nology, both in trial operation and continuous operation. The latter serves 
at the same time as a verification control and more closely defines structural 
solutions based on linear investigations employing methods to that advantage. 


As a result, three areas of investigation are included in investigative plan- 
ning for analyzing and evaluating structural solutions for labor tasks at the 
activity level: 


- Enterprises with similar processes or process elements, if possible refer- 
ence technologies 

- The planned technology 

- The technology implemented in trial operation and continuous operation 


Only on this basis is it possible, according to the current level of method- 
ology, to make an evaluation in terms of operations research of the feasi- 
bility, in terms of the manufacturing process involved and of time and con- 
tent, of the job functions to be assigned to the employees as labor tasks and 
of the risk factors to be avoided as exclusionary parameters. This methodical 
process proves to te particularly advantageous when the labor force intended 
for the planned siiufacturing system is known, as practical experience has 
shown, and which can in principle be assured. 


2.2. Methods of Investigation 


In order to analyze and evaluate the above-mentioned no-risk feasibility of 
individual or combined job functions as labor tasks, a number of various 
methods were employed in accordance with the investigative planning for the 
project. These methods are classified according to two basic aspects: 


- According to the object of the investigation (planned technology, imple- 
mented technology, reference technology) and 

~ According to the type of analysis (/operational analysis/ [in italics]: 
analysis of actually occurring or "real" data; /simulative analysis/ [in 
italics]: analysis of possible or probable, but not yet actually available 
data.) 


An overview of these methods classified according to goal and purpose will be 
presented at a later time. The following is given as a clarifying example: 
The /operational analysis/ [in italics], depending on obtainable data, is 
based on all three of the previously mentioned areas of investigation insofar 
as this is necessary for evaluating structural solutions for labor tasks. 
Accordingly, the following are determined by means of various methodological 
processes and procedures: 
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~ The technical and technological parameters of the planned installation with 
reference to subsystems in view of the type and nature of those points where 
materials and job functions coincide 

- Product ranges, what they include, and lot sizes 

- Parameters involving workplaces, work stations and work areas (location, 
dimensioning, accessibility, travel time, proportional structuring, etc.) 

- Type and content of labor functions which may arise as related to subsystems 
and already planned structuring 

- Profiles of requirements for accomplishing job functions (conducting acti- 
vity analysis as per Plath, 1977, including the TBS [Activity Evaluation 
System) of Hacker et al, 1983) 

- Requirements and requirement results (according to the BMS [expansion 
unknown] process of Plath and Richter, 1984, activity-analysis methods and 
other processes under development, e.g. SABA [expansion unknown] by Malessa 
and Richter, 1983) 

- Job satisfaction (job satisfaction questionnaire by Hurrelmann and Stach, 
1973) 

- Employees’ expectations regarding future activities (according to a ques- 
tionnaire by Plath, 1983, based on the basic outlines of the TBS) 


The /simulative analysis/ [in italics] is based on data which are to be 
derived from the planning documents or which are based on preliminary 
information supplied by the machine manufacturer. As it relates to process 
data for the planned technology, this type of analysis is based on the 
following, for example: 


- Frequency and duration of the job functions taking place within the indi- 
vidual subsystems for the purpose of determining the timing of process- 
related functional sequences 

- Frequency, location and duration of times of activity and inactivity within 
the individual job functions for a generalized determination of time-based 

relationships between the types of employee activities which occur 

- The influence of product range composition, storage documentation, channel - 
ing times, etc., on the placement and duration of intervention activities 
occurring with processing stations at full capacity in evaluating the exist- 
ing space-time interrelationship within the enterprise which arises when 
labor functions are realized, the resulting time parameters for the ware- 

et{ng of additional [as published] or the changing of job functions, as 
well as the ability to perform them at the times required by the technology. 


In addition to this indispensable simulative analysis of time-sequence para- 
meters for job functions, there is necessarily also a simlative-based 
evaluation of the content-related quality regarding the structuring of job 
functions which in principle can be combined based on the time analysis, e.g. 
with the aid of TBS profiles. As soon as the planned technology enters the 
realization phase the simulative anrlyses are conducted as operational 
analyses as a verification control. 


This multi-dimensional, methodical approach based on operations research 


methods provides an empirically controlled way of evaluating how job functions 
are derived from the functional divisions between man and materials and the 
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possibilities for combining them into both individual and collective labor 
tasks by means of the division of labor and labor cooperation. Thus, it is 
not these still incomplete analysis procedures which should be offered to 
plant planners for their own applications, but rather structural solutions for 
labor tasks which have been investigated using these procedures. 


3. Structural Approach 


Based on the relationship between labor task and labor activity (see 1.1), 
there is always the possibility of influencing the nature of labor activities 
via the way the labor tasks are structured. Task structuring therefore fol- 
lows the methodical approach involving th principle of controlled interven- 
tion on the one hand and alternately applyir<g the so-called expert concept and 
participation concept on the other. This process includes the following /main 
steps/ [in italics): 


The unfinished technological project, which already anticipates assigning job 
functions to basic production workers and unskilled workers based on various 
planning requirements, is reviewed with an eye to its ramifications in terms 
of operations research. Based on the probability of the existence of risk 
factors, variations are developed for modifying task structuring via organi- 
zational planning. 


In view of the synthesis of various job functions to possible collective labor 
tasks, this modification, which is designated intervention from a methodolo- 
gical point of view, takes place with the cooperation of the project planners, 
those responsible for the basic funding, technical experts, labor economists, 
operations a and laborers in groups of varying configurations (per- 
ticipation concept 


In order to evaluate the ability of the new labor structures thus formed to be 
realized, operations-research analyses are again performed primarily to review 
the feasibility, in terms of time structure, and the quality, in terms of con- 
tent (e.g. requirement profiles), of task structuring. 


These steps, which are to be realized within the scope of project planning 
based on operations research, are repeated in a cycle corresponding to an 
/iterative procedure/ [in italics]. This is so that, as the project is 
realized in ever greater precision, there are concrete, system-adequate 
structural solutions available for labor tasks, which, with their orientation 
toward the goal-related parameters of task structuring (see 2.1), at the same 
time reduce risks factors as much as possible. 


System-compatible labor force solutions, concepts of wages and production 
figures, etc., (see 1.3) should be included as much as possible in this task 
structuring process. 


Sources quoted in this article but not documented can be obtained by con- 
tacting the authors. 
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Martin-Luther University, Halle-Wittenberg. Original title: "Interrelations 
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[Text] Summary 


The author defines the relation to work as the sum of all attitudes and 
behaviors toward work. Firstly, he examines how these attitudes and behaviors 
are developed in workers employed with a large industrial combine, with 
respect to the promotion of scientific-technological progress. The central 
point of the examination is the willingness of the workers to accept a change 
of workplace when this becomes necessary as a result of the introduction of 
new technologies. The author states that a high level of this willingness 
exists, and that this is due mainly to the socialist approach to this problem. 
Secondly, investigations are made into the changes which are brought about by 
scientific-technological progress as regards work contents and conditions, and 
which have an influence on the further shaping of a socialist relation to 
work. In this connection, the great importance attaching to the participation 
of the workers in the introduction of new technologies is under lined. 


The organization of the developed socialist society is inevitably linked with 
the process of the further definition of the socialist nature of work. 
Furthermore, the socialist relation of the workers' attitude to the job is 
strengthened also. At the same time, the relations between man and work 
proceed at different levels. They refer to the objective relation between man 
and work, directly determined by the socialist production conditions, the 
reflection of this attitude in the social consciousness and the concrete 
attitude to work and behavior on the job, which shows different features among 
the individual workers, and are ultimately the result of the objective 
relationship to work, though oftentimes affected by other factors. 


In the past, sociologists in the GDR and other socialist countries have often 
investigated the subjective aspect of the worker-work relation. They were 
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mainly interested in the question how a socialist worker-work relation 
developes in the conditions of the socialist society. From the aspect of 
theory, they were concerned to precisely define the categories involved, such 
as attitude to work, job motivation, job satisfaction, behavior at work, and 
so on. In general, most attention was devoted to the interrelation between 
socialist production conditions and the worker-work relation. The development 
of the production forces was usually considered as a special factor and 
particular aspect, and this was reflected in showing up, for instance, the 
extent of the influence exerted by the job content on the subjective attitude 
to work. 


The main task formulated by the Eighth SED Congress in its unity of economic 
and social policy required sociologists to take a more concrete approach to 
the exploration of the worker-work relation. It was thus necessary not merely 
to study socialist attitudes and behavior such as, among others, the greatest 
possible willingness to perform, satisfactory work discipline, active 
involvement in the socialist competition. The concrete tasks for speeding up 
scientific-technological progress and the special features of the economic 
situation (in the energy sector, for example) required workers’ efforts to be 
directed to quite concrete forms of initiative and willingness to perform. 


The continuing socialization of labor linked with scientific-technological 
progress also needed to be studied with regard to its effects on the 
consolidation of a socialist worker-work relation. The increasing capital 
equipment on the workplace, for example, had an important role in this 
context, because it involved greater responsibilities for the worker, stronger 
interrelations between the producing units (combines, factories, study groups) 
and the challenges arising therefrom, new levels of cooperation and new forms 
of collectivism developing as a consequence, and greater job mobility in 
connection with the efficient deployment of the social labor capacity. 


These aspects of the socialization of labor are currently in sharper focus due 
to the effects of scientific-technological advances and their combination with 
the benefits of socialism, and they also result in changes in the objective 
man-work relation. Greater responsibility produces a stronger relation 
between the individual job and social objectives, and work is consequently 
more meaningful. Increasingly close cooperation relations (whether in the 
form of interenterprise study groups or within the framework of traditional 
work collectives) more obviously illustrate the connection between social, 
collective and individual interests. The challenges of professional and job 
mobility more clearly show up the connection of the work of the individual 
with the accomplishment of social objectives. 


These objective trends are increasingly reflected in the subjective attitudes 
of workers to their jobs, in their values and behavior. It was therefore 
necessary to analyze the details of how this is happening, and how this 
process might be influenced. Two assignments emerged for sociological 
research: 


The first task involves the analysis of the conditions needed for the speedier 
application of scientific-technological advances, insofar as they affect the 
following factors: Which of the concrete elements of a socialist work-worker 
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relation must be emphasized in this connection? What attitudes and modes of 
behavior must turn into social standards? How far is active commitment to the 
application of measures of scientific-technical progress really present, and 
what is the willingness demonstrated by the workers for accepting or actively 
supporting changes in their own lives, such as a change of job or profession, 
the study group and even the factory? How do combines and factories by the 
appropriate measures encourage the evolution of such attitudes, and what are 
the approaches they take to the settlement of the problems arising in this 
connection? 


A second task tollows on earlier studies on the influence of job content and 
working conditions on the worker-work relation. These earlier studies were 
concerned with ascertaining the changes wrought by scientific-technological 
advances on new job contents and working conditions. What potential 
conditions for the further evolution of a socialist worker-work relation are 
provided thereby and will be important factors in connection with advancing 
automation, the use of robot equipment and others? 


Conditions for the Speedier Application of S&S... .ific-Technological Progress 
from the Aspect of the Subjective Factor 


Following the analysis of the subjective reflection of the demands of 
scientific-technological progress such as demonstrated in a GDR industrial 
combine, we may state that, in general, the perception of the importance of 
scientific-technological progress for the accomplishment of the main task as 
well as a positive attitude to scientific-technological progress generally is 
very strongly developed.(1) This is mainly reflected in the frequent mention 
of the benefits of scientific-technological advances by the production workers 
polled in the course of the investigation. In particular, the workers 
emphasized such benefits as economic advantages (rising labor productivity and 
quality, improvement in competitive capacity on the world market), the general 
increase in material prosperity, the improvement of conditions on the job 
(more interesting work, improved living conditions, rising wages). It did not 
matter much to their evaluation whether the respective workers were using old 

or new equipment. 


These results demonstrate the subjective reflection of the unity of economic 
and social policy in the GDR. They are also evidence of the appreciation that 
scientific-technological advances are being implemented in the conditions of 
social security. Questioned about possible disadvantages of scientific- 
technological progress, some production workers did mention the disbandment of 
existing collectives, but nobody complained about job loss in the meaning of 
unemployment. One indicator in the questionnaire, referring to job security, 
turned out to be useless, because the term job security obviously no longer 
has the same meaning in the GDR as in capitalism. 


The generally positive attitude to scientific-technological progress is also 
reflected in individual behavior. The introduction of new technologies calls 
primarily for activism, mobility and flexibility, in other words the ability 
and willingness to accept and support change. Ninety-four percent of the 
production workers polled said that they were willing to support technical 
changes as far as they were able to do so. Actual behavior also is roughly at 
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the same high level; according to their own statements, 76 percent 
participated in discussions on technical changes, 42 percent cooperated in the 
innovator movement, 43 percent had attended training courses in recent years 
or were doing so now. These attitudes and modes of behavior largely conform 
to the objective requirements in the factories investigated (stimulating 
factors will be dealt with later in this article). 


A group specific analysis presents a more differentiated picture. Greater 
activism was displayed, for example, by workers operating modern equipment. 
This is due, on the one hand, to the fact that involvement in conversion 
encourages activism. On the other hand, as documented by interviews with 
various experts, mostly those workers were coopted for working with the new 
equipment, who showed a generally higher level of activism. Greater activism 
was also displayed by the more highly skilled workers. This corresponds with 
the results of other studies and indicates the stimulation potential of 
greater skills (in this case the skilled worker certificate). The same 
applies to the age factor. The younger workers tended to be most active in 
connection with the new equipment. 


Other group specific features (sex and family circumstances) are in part due 
to the special features of the factories investigated and will not be 
discussed here in detail. 


It is very important for the theory and practice of the management of 
scientific-technological progress to be fully aware of the basic attitudes of 
the workers to scientific-technological advances and of the group specific 
features likely to be met with regard to the workers’ willingness to back the 
approrpriate measures. Such knowledge throws light on the disposable 
"subjective innovation potential." 


Sociological writing on work, published in recent years, discussed the factors 
affecting this innovation potential. Cited in this connection has been the 
job content, among other aspects with regard to concrete demands on skills, 
earnings potential, commuting distances and shift work. We have learned that 
it is less the absolute nature of job content and working conditions 
(including some living conditions) which affect the recruitment of the workers 
for new tasks than the subjective outlook with regard to the changes involved 
for them and their families. 


The principal changes affecting workers recruited for new tasks involve their 
workplace and the immediate social environment in which they move. Labor 
sociological literature often points out problems arising upon the shift of 
workers for the latter's social status and prestige within the social context. 
In this context, "resistance to change” is recorded in the capitalist 
countries, where this resistance arises from the threat to the so-called 
social status of the worker. This mode of looking at the issue considers the 
worker only in the microsocial context and, in addition, reflects capitalist 
practice which normally excludes any far reaching involvement of the workers 
in the process of the introduction of new equipment. Still, even in socialist 
conditions, we need to devote attention to some aspects which require taking 
into account because they focus on the change, not the absolute constitution 
of job content and working conditions.(2) 
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What may we conclude from the available research results with regard to this 
issue? 


1. The status and prestige of man in the work process are affected by many 
years of membership in a specific work collective, where each member has 
earned his particular position and image. The feeling of social security, 
arising from stable membership in a collective, is affected upon the change of 
work collectives, frequently involved in reorganization. This circumstance 
was also mentioned by the production workers consulted in our study. Some of 
them described the necessity to change the collective as a "disadvantage" of 
scientific-technical progress. However, many of the people affected did not 
suffer from a feeling of insecurity. This was mostly due to the fact that the 
workers in most factories investigated were not placed in completely new 
surroundings. Many of the workers operating the new equipment knew one 
another from before, and this facilitated the establishment of the 
collectives. In one case, these workers even stayed on in the same workshop. 
They had earlier helped set up the new plant, work on which the most skilled 
and interested workers had been employed. This provided specially favorable 
conditions for the establishment of the collective, further encouraged by the 
intensive cooperation needed to cope with special conditions. It is therefore 
not surprising that the workers operating the new equipment in the particular 
factory enjoyed more rather than less prestige. These favorable conditions 
will not prevail in all factories in quite the same way. Wherever possible, 
though, it would be important for management to strive for the conditions 
conducive to the recruitment of the workers for new tasks. Also to be 
mentioned in this context is the socioeconomic program which was the Wilhelm 
Pieck Mansfeld Combine developed for shifting workers. This provides for 
modes of procedure easing the transfer to a new collective. The program(3) 
translates the benefits of the socialist social order to concrete day-to-day 
factory life. It aids the economic policy of the combine while, at the same 
time, safeguarding the immediate interests of the workers on the job. It 
includes the important legal provisions and settles substantial and 
organizational principles for the recruitment of workers for new tasks. Among 
others, they ensure that the change represents a reasonable demand, taking 
into account skills, wages, catchment area, shift rules, age and capacity. 
These measures are being gradually realized with the active cooperation of the 
labor union and in close contact with the workers affected. They also include 
inspections of the workplaces, and so on. The implementation of the 
socioeconomic program is complemented by various actions of scientific labor 
organization, directed to the steady improvement of working conditions and the 
enrichment of job content. 


2. The second problem arises from the specific skills of the respective 
worker. Upon transfer to the operation of new equipment, the demands on his 
skills may change to such an extent as to "devalue former skills." In the 
most extreme case, the worker must change his occupation altogether and has no 
possibility at all for using the professional knowledge and experience gained 
in his former work. In capitalist conditions, especially when compelled by 
the threat of unemployment, it often happens that the worker needs to accept 
unskilled work and is unable any longer to apply any of his specific skills. 
Obviously such a situation is felt to involve social decline. The exact 
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opposite is the characteristic situation in socialist conditions. In the 
field of our study, the old occupational skills were in principle needed for 
the new equipment, in several instances admittedly at a higher standard. To 
cite an example: The skilled metallurgist for shaping certificate was no 
longer enough for the job of first roller in a foil rolling mill; needed for 
that job was the foreman's certificate. No change in the job was involved in 
the operation of modern wire drawing machines, but--given the dimensions of 
possible damage in the case of malfunction--there was a distinct increase in 
responsibility. In other sections again (continuous casting wire plant), the 
conversion itself, in other words finding the best technological solutions, 
required the use of expanded professional skills. This is an appropriate 
moment for stating that, generally, the recruitment of workers for the 
operation of the most modern equipment rarely occurs in the guise of radically 
different professional employment or calls for complete retraining. The 
latest research results of other groups also document that truth.(4) The 
occupational definitions developed by our vocational training allow for 
flexibility in professional employment without abandonment of the original 
profession. This fact has significance also for such important groups of 
attitudes as affection for the profession, professional ethics and 
professional honor. Their social relevance is by no means waning in the 
course of scientific-technological progress. In this case, too, the combine's 
socioeconomic program is having good results, because it includes long-term 
and individually acceptable answewrs to the problem of training (training 
taking into account former employment or, in a related occupation, acceptance 
of parts of qualifications previously earned). 


3. The worker's status and prestige depend on his ability of being secure in 
handling his assignments. After working in a job for many years, he is often 
an “old hand" who is nobody's fool, who knows various little tricks and, in 
general, confidently copes with the work in hand. Upon starting on new 
equipment, this ease of operation is initially lost. He may therefore have 
some reservations about the change in his work following the introduction of 
modern equipment. In practice the situation may vary considerably. In some 
sections, it had not been possible to involve the production workers in the 
installation of the new plant, and they were subsequently simply confronted 
with the new equipment. Consequently, according to the experts, some workers 
initially showed some "fear of pressing the button." Yet, due to the 
socioeconomic program, it was possible here, too, to keep conversion 
difficulties to a minimum. The sensitive behavior of managers and specialists 
was just as important in this context as non-binding (provisional) seconding 
to the new job, work without stop watch pressure, the exchange of experiences 
in the collective, the arousal of curiosity about the new equipment, and 
others factors. 


4, ‘ “Aportance of wages must also be indicated in this connection. It's 
specis. significance is due to the fact that, in socialism, we have the 
principle of distribution consonant with performance. “ach worker therefore 
considers the amount of his income a kind of social valuation of his role in 
the overall economic process. This may result in adverse reactions if the 
introduction of new equipment leads to a reduction in work hazards, for 
example, and consequently to the loss of wage supplements which cannot be made 
good by increased output or improved skills. Still, our investigations did 
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not find any such cases either. Though the workers were paid according to 
their new jobs and in some instances lost wage supplements, the latter were 
more than balanced by their taking on jobs which required more skills and/or 
greater responsibility. More than half the workers polled in the course of 
the study said they earned more as a result of operating the new equipment. 


Our investigation therefore proves the irrelevance in the socialist society of 
the "resistance to change," frequently encountered in capitalism. The 
combination of scientific-technological progress with the benefits of 
socialism provides the workers with social security at the total societal 
level by ensuring full employment, while solutions at the factory level do not 
threaten but indeed tend to raise his status and prestige among the personnel. 
This explains the positive attitude of the workers to scientific-technological 
progress generally and particularly, which I noted at the beginning of this 
article. 


The above analysis shows the immense importance of an extensive socioeconomic 
program for the recruitment of workers for the operation of modern equipment. 
The socialist nature of this program consists in the fact that it does not 
make the worker a mere object but challenges his active cooperation in the 
accomplishment of economic and social tasks. It represents a high standard of 
realization of socialist democracy, the cooperation of the labor unions and 
also that of every individual at his workplace and fully responds to the 
workers’ ownership function in the factories and combines as well as the 
growing need to appropriately handle this ownership function. That is the 
main reason why it was so successfully implemented. 


The Effects on the Worker-Work Relation of the Changes Caused by Scientific- 
Technological Advances in the Job Content and Working Conditions 


In the 1960's and 1970's, various studies documented the connection between 
the nature job content and the extent to which a socialist worker-work 
relation is established. This relation is at its best in the case of workers 
whose job assignments are complex and offer much decisionmaking scope, carry a 
great deal of responsibility, require advanced skills and are related to 
satisfactory cooperation and communication structures. Here the job content 
is such as to serve the development of the socialist personality in general 
and represents the essential factors affecting job satisfaction. That is why 
the organization of progressive job contents and working conditions focuses on 
these factors within the framework of the scientific labor organization in 
combines and factories. 


The latest research reports and commentaries indicate that we should not 
overestimate the relevance of the job content to the worker-work relation. 
The following are among the arguments presented: 


-- There is no one-sided causal relation between the two manifestations. 
Though a satisfying job content has positive effects on the worker-work 
relation, workers with a good attitude to work will, on the other hand, tend 
to seek an interesting and satisfying job, and change factory conditions in 
this sense;(5) 
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-- Job contents cannot always be organized at will. For some time to cone, 
we will have to accept less attractive job contents in many industries. in 
these cases, it will be necessary to find other sources for strengthening the 
socialist worker-work relation, such as the perception of the social 
Significance of labor, efforts to achieve collectivism, performance- 
appropriate remuneration; 


— As a result of growing prosperity, the development of the socialist 
society increasingly offers the leisure sphere for meaningful and satisfying 
activities. Consequently, the sorkers will no longer look only to the content 
of their jobs but to the organization of their lives in general. Earned 
income therefore assumes increasing importance. This standpoint is 
represented in several new publications by Soviet sociologists and may also be 
noted in the results of research carried out in the GDR.(6) 


The statements cited are quite apposite, but they do not detract from the fact 
that job content according to the above mentioned features, supplemented by 
working conditions which ease hardship and stimulate the social activities of 
the workers, are bound to favorably affect the further evolution of a 
socialist worker-work relation. It is therefore imperative for the deployment 
of modern equipment within the framework of scientific-technological progress 
to devote the greatest possible attention to the development of job content 
and working conditions. Labor scientists have long insisted that equipment 
designers should take note of the need to create the specific job contents and 
working conditions, which are relevant to the development of the human 
personality.(7) 


Against the background of the central problem as presented in our particular 
study, I aim to describe the changes regarding job content and working 
conditions recorded on the basis of the researchers’ observations, interviews 
with factory experts, the scrutiny of workplace analyses and polling of 
production workers. Initially I refer to one of the selected factories in 
the field of investigation, because this factory operates modern as well as 
traditional equipment. Involved are roll stands as well as cutting-off and 
slicing machines for the manufacture of aluminum foil. The workers operating 
new equipment were presented with the following indicators and asked to answer 
yes or no: 


-- The job has become easier in terms of physical effort. 

-- The job has become less stressful. 

-- The job carries more responsibility. 

— The job involves the need for greater skill. 

-- The job has become more diversified. 

-- The job is more independent. 

-- The element of checking and inspection activities has increased. 
— A considerably greater work result is achieved. 

-- There is a more intimate relationship to the job. 

-- The work environment offers more agreeable conditions. 


The results were as follows: More than 80 percent agreed that the element of 


checking and inspection activities had grown and a considerably greater work 
result was achieved; more than 70 percent agreed with the statement that the 
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job carried more responsibility and there was a more intimate relationship to 
the job; more than 60 percent of the production workers polled noted greater 
diversification and independence; more than 50 percent replied that the job 
called for greater skills and had become easier in terms of physical effort. 
It was typical for the transition to automated production that less than 20 
percent said the job was less stressful. More than 40 percent noted that the 
work environment had become more agreeable. 


As we see, the production workers recorded mainly positive changes in job 
content and working conditions. Of interest here are not so much the various 
percentages (because they do not necessarily reflect clearly quantifiable and 
objective changes), but rather the generally positive appraisal of the change 
itself. In our opinion, these statenents reflect above all a great deal of 
identification with the factory rationalization measures achieved by the 
deployment of modern equipment. This wax achieved by, among other factors, 
the satisfactory social climate in the factory concerned and the large extent 
of worker involvement in the conversion. 


When we compare the appraisal of various job features by workers operating old 
and new equipment and consult objective workplace analyses, we get a more 
differentiated picture: (Slightly) less physical hardship is involved in the 
new equipment while stress is sometimes greater. The work is more 
diversified, more responsible, has a greater mental-creative element and is 
characterized by the need for greater cooperation and communication. The 
operation of the old equipment sometimes offers more scope for individual 
decisionmaking and independence at work. Still, the dimensions of this 
differentiation are not very great, with the exception of the factor 
"necessity of cooperating with fellow workers." This was rated very high by 
89 percent of the operators of new equipment and 32 percent of the operators 
of old equipment. In general, these results lead to the conclusion that the 
introduction of new equipment serves to further improve the conditions for 
strengthening the socialist worker-work relation in the factory studied, in 
particular with regard to the development of collective modes of behavior. 


As concerns the extent of the development of a socialist worker-work relation 
(8) among the workers in the field investigated, we may note first of all that 
it is advanced with respect to all indicators involved and subjectively 
reflects the nature of labor in the current stage of development of the 
socialist social system. Viewed overall, it is not possible to document a 
statistically guaranteed connection with respect to a comparison of the extent 
achieved among workers operating old and new equipment respectively. It would 
nevertheless be wrong to conclude that modern equipment does not exert a 
Significant influence on the further consolidation of a socialist worker-work 
relation. This is so because, upon consideration of the individual elements 
of the worker-work relation, we see that the positive indicators are more 
strongly developed among the workers operating new equipment. The connection 
is statistically demonstrable for the following indicators: Involvement in 
discussions on scientific-technological changes in the field of work: C(corr) 
= 0.45, involvement in the innovator movement: C(ocorr) = 0.42, involvement in 
retraining: Clcorr) = 0.33. As regards attitude indicators, we have noted 
only insignificant connections. These, though, without exception tend in the 
direction of a slightly more positive response by workers operating new 
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equipment. These workers, for example, attribute greater value to the 
following aspects of the job: Doing something useful for society, 
contributing to the accomplishment of factory assignments, promoting the 
development of their own personalities. In view of the fact that the stronger 
and significant connections show up in the behavior indicators, specially the 
ones just mentioned, we may conclude that te process of involvement in the 
change itself is more important than the question whether the worker operates 
old or new equipment. Other indicators pointing in this direction are the 
involvement of the workers in technological changes consonant with their 
potential. This was mentioned by far more workers operating new than old 


equipment. 


We may assume that the opportunities for involvement in the total process 
(democratic collaboration) are particularly great in the process of the 
introduction of new equipment, the stimulant of some social activities 
(innovator movement, retraining) particularly strc.1g, the immediate 
assignments (installation and testing of new equipment) particularly 
interesting and the improvement of working conditions (easing of heavy 
physical labor) particularly evident. We should therefore aim for a factory 
situation which constantly sets the work collectives new tasks. This need not 
(nor could it) always involve the renewal of the technical equipment. Guenter 
Mittag indicates the variety of opportunities available by calling for the 
“effective combination of the modernization of modern capital equipment, major 
overhauls, the introduction of modern plant, the use of microelectronics and 
robot equipment."(9) In the foil rolling mill studied by us, the process of 
innovation, for example, did not end with the installation of new roll stands. 
Even now, workers and engineers are studying the possibilities of using 
additional microelectronic controls at the equipment and technical solutions 
for reducing the oil spray arising in the course of operation. 


We have also learned to appreciate that it is important for the impact on job 
contents arising from scientific-technological progress not to be considered 
only from the standpoint of the immediate work task. The "job content in the 
wider meaning" actually acquires increasing importance when we consider the 
smooth flow of the implementation of scientific-technological advances in the 
above mentioned meaning- Examples are the influence of the workers on this 
process within the framework of the competition and innovator govements or 
their cooperation in collectives of scientific labor organization. We find 
confirmed that "in socialism, modern technical developments (encourage) mass 
scientific-technological creativity and...at (he same time must actually rely 
on such creativity."(10) This also implies that collectivism gains importance 
as a feature of the socialist worker-work relation and element of the 
development of the socialist personality in the work process. In many spheres 
(including the field of our investigations), scientific-technological progress 
calls for an increase in collective modes of work, requiring new methods of 
cooperation in the collective, the relationship between work collective and 
manager (11) and also new methods of remuneration. In this connection, the 
role of socialist team work also gains importance as one form of cooperation 
between workers and scientific-technological and management cadres. 


These conclusions apply to the introduction of new equipment generally. When 
we get down to details, though, the specific features of technical changes may 
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not be disregarded.(12) Different changes occur in the case of the 
introduction of new gwachines for setal shaping processes, where partial 
automation currently determines top standards than upon the introduction of 
computer controlled machine tools or office automation. This applies equally 
to job content (in the narrower meaning), working conditions and types of 
technological cooperation. From this aspect, any statements on the effects of 
"new equipment as such" must be interpreted in a relative meaning only. 


1. The following statements are based on a sociological study conducted in 
four factories of the Wilhelm Pieck Mansfield Combine VEB in 1983. Wew 
equipment had been introduced there in the course of the previous 2-3 years. 
In two of the four factories, old equipment continued to operate. 


2. See A. Gniazdowski, "Social Aspects of the Introduction of Innovations in 
the Factory, the Phenomenon of the So-called Resistance to Change," 
INFORMATIONEN ZUR SOZIOLOGISCHEN FORSCHUNG DER DDR, Wo 3/1983. 


3. See R.Johne/M. Roemer/U.Zahn, "The Application of Sociological 
Perceptions and Methods for the Recruitment of Manpower for Other Tasks," 
ARBEITSWISSENSCHAFTLICHE BEITRAEGE FUER WISSENSCHAFT UND PRAXIS, issued by the 
Central Research Institute for Labor, No 16, Dresden 1983. 


4, The results are being published in INFORMATIONEN ZUR SOZIOLOGISCHEN 
FORSCHUNG DER DDR. 


5. See the research report, "The Development and Further Strengthening of 
the Socialist Worker-Work Relation - Described on the Basis of a Study in Two 
Major Chemical Factories of Halle Bezirk," Economics Section at Martin-Luther 
University, Halle 1980, p 97. 


6. See I.U. Shkaratan, "The Worker-Work Relation and the Efficiency of 
Labor,” SOWJETWISSENSCHAFT. GESELLSCHAFTSWISSENSCHAFTLICHE BEITRAEGE," 
No 4/1982; W.A. Jadov, "The Worker-Work Relation - Conceptual Model and Real 
Trends,” ibid, Wo 1/1984; R. Weidig, concluding address at the Fourth 
Labor Sociological Conference, in "Arbeit und Beruf im Sozialisaus, 
Arbeitsprotokolle) (Work and Profession in Socialism (conference 
minutes)], Halle/Berlin 1980, p 105. 


7. See, among others, collective of authors, "Wissenschaftlich-Technischer 
Fortschritt und Inhalt der Arbeit. Ein Beitrag zur Theorie unc Praxis der 
Arbeitswissenschaften" (Scientific-Technological Progress and Job Content. A 
Contribution to the Theory and Practice of Labor Science], Verlag DIE 
WIRTSCHAFT, Berlin 1980, pp i22ff. 


8. The extent of the evolution of a socialist worker-work relation was 
expressed as an index, measured by the evolution of various attitude and 
behavior indicators. It was thus possible to classify the workers included in 
this study as per the extent of evolution and calculate 

correlations by contrasting them with possible factors of influence (as 




















to this methodology, see RT. Stollberg, "“Arbeitssoziologie” [Labor 
Sociology], Verlag DIE WIRTSCHAFT, Berlin ‘978, pp 61ff. 


9. "Oekonomische Strategie der Partei - Klares Konzept fuer Weiteres 
Wachstum" [The Party's Economic Policy - A Clear Concept for Further Growth], 
Dietz Verlag, Berlin 1983, p 97. 


10. K. Hager, “Gesetzmaessigkeiten unserer Epoche - Triebkraefte und Werte 
des Sozialismus" (Historic Inevitabilities of Our Age - Motive Forces and 
Values of Socialism), Dietz Verlag, Berlin 1983, p 44. 


11. Wew social relations are often produced by changed skill structures. If, 

for example, the first roller at a modern roll stand needs to have the 

foreman's certificate, the relationship between hia and his shift foreman 
differs from their relationship at the time when he operated the old 


machinery. 


12. See also G. Schellenberger/D. Stoll, "The Dialectic Between Scientific- 
Technological and Social Progress in Concrete Innovation Processes," 
DEUTSCHE ZEITSCHRIFT FUER PHILOSOPHIE, “> 5/1984, p 432. 
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[Article by Prof Dr Gerhard Krenz, vice president, Architects’ Association: 
"Construction Economics and Construction Culture--Thoughts for the Eighth 
Construction Conference") 


[Text] Backed by their past successful efforts, our country's construction 
workers are looking forward with great interest to the igmginent Eighth 
Construction Conference of the SED Central Committee and the GDR Council of 
Ministers. Their initiatives on construction sites and in prefabrication, 
research, design and urban planning provide a valuable contribution toward 
ensuring that this conference will have a mobilizing effect regarding further 
advances in the construction industry. 


No doubt, the stage of social development ahead of us in the period of the 
coming five-year plan will represent a strong challenge to the entire 
construction industry and, in particular, our architects. As Erich Honecker, 
SED CC general secretary, lately noted, the construction industry will be 
assigned the job of taking another step forward so as to decisively raise the 
efficiency of construction. In our society, the effort to achieve greater 
efficiency is never an end in itself. It is rather the crucial seans fo: 
allowing construction to be even more effective for the further organizatior, 
of the developed socialist society, the dynamic growth of our economy, the 
preservation of peace and, consequently, the benefit of gan generally. That 
holds true specially for the great social objective of solving the housing 
problem by 1990--a target to be approached in the coming five-year plan period 
by the construction of about 1 gillion housing units. 


It will be necessary to consider gany probleas in this context, including 
basic aspects of construction quality, the standard of our architecture. 
After all, construction always affects people's lives by the eventual building 
and its quality. 


Encouraged by the "principles for the socialist development of GDR urban 
construction and architecture,” a definite advance has been recorded in recent 
years. Remarkable progress was achieved by orientation to the intensive 
approach to urban development, new features in housing construction in its 
unity of maintenance, sodernization and new construction. Just by looking at 
the multitude of projects developed and realized in inner city construction in 
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all districts (see pp 280-289), we may note extremely interesting approaches 
to and prospects for varied and harmonious architecture. This is most evident 
in the projects introduced and, in part, already under construction in Berlin, 
our capital (see pp 262-279). The huge competition for designs from all 
districts has allowed us to give more differentiated and efficient 
consideration to the many different local conditions and, in similar 
standardized conditions, obtain a pleasing variety in design. The orientation 
to better quality, provided by the "principles," has done more than spur on 
our arhictecture. At many challenging construction projects, for example the 
Berlin Drama Theater and the Dresden Semper Opera, the construction combines 
are now demonstrating their ability to meet the highest quality requirements, 
from planning to completion. 


Still, all these promising steps are not a final achievement. When we measure 
them against the growing demand, they serve mainly as a satisfactory starting 
point for the future. Nor may we disregard the fact that quality even now 
leaves much to be desired in many places. That applies to functional 
solutions, materials and energy costs and durability as well as design and 
execution. Quite often inadequate attention to construction physics results 
in construction sins from the planning stage on, and these are subsequently 
the sources of inefficiency. That is why all reflections on a decisive 
improvement of efficiency always need to simultaneously keep quality 
considerations in mind. 


Greater Efficiency Also Means Better Quality 


At a SED CC seminar, Guenter Mittag underlined the necessity "for improving 
the economics of construction by shorter construction time, declining 
construction costs and better construction quality." In fact, in addition to 
its social and cultural aspects, quality is of crucial economic importance in 
construction, too. We know from experience that compromises with regard to 
quality are always expensive and disadvantage our society. 


A determined struggle for high quality, such as on the agenda for our economy 
in the interest of our future, can result in very great and long-term economic 
effects in construction, especially. We are all aware that this is intimately 
related to the life of the buildings. It is certainly a significant economic 
feature of construction that the lifespan of its products often vastly exceeds 
that of other products. The intensification of the reproduction process of 
construction capital equipment involves hundreds of billions of our national 
wealth and all spheres of society, and compellingly demands the planned 
extension of the useful life of buildings. Disregarding temporary structures, 
this applies to all buildings--whether they serve residential, working, 
traffic or cultural purposes. In terms of the national economy, they must all 
be considered not only from the aspect of the initial construction costs but 
that of the costs of utilization, maintenance, repair and modernization in the 
building's lifetime. In short, the economic efficiency of construction is 
demonstrated by the lowering of construction costs, the extension of the life 
of buildings and reductions in utilization and maintenance costs. 


In my opinion, the aspect of perfection, a significant element in the economic 
policy adopted by the Tenth SED Congress, should therefore be borne in mind 
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for the final products of construction, in other words the buildings 
themselves, just as much as for construction materials. 


Many consequences arise from this interpretation. In general it would be 
necessary to farsightedly plan, design and construct so as to reduce the 
material and immaterial depreciation of buildings and extend their proper 
utilization. This includes mainly durability, appropriateness and design 
likely to satisfy for a long time. 


The elementary demands such as safety and protection against external physical 
and chemical environmental influences are thus increasingly joined by the need 
for energy and materials conservation as well as construction conducive to 
easy maintenance and repair, permitting us at the least cost to repair or 
renew components subject to much wear and tear. 


Long lasting use, however, is determined as much by the appropriate design of 
buiidings (for instance their adaptability to changing functional or technical 
requirements) as by its quality with regard to lower energy consumption and 
maintenance costs. Also, and by no means least, good internal and external 
design is a decisive factor from the aspect of obsolescence--something that is 
difficult to measure but certainly to be reckoned with. 


For Sound Architectural Quality 


The "principles" are quite justified in mentioning "sound architectural 
design." Our daily lives surely demonstrate that we quickly tire of an 
affected architectural design, oriented entirely to the latest fashion. Is it 
not true to say that, in architecture, the apparently "most modern” stuff 
tends to the fastest obsolescence? After all, buildings are not the same as 
articles of clothing. At the same time, soundness certainly does not equate 
mediocrity (though this is sometimes asserted). Instead it means lasting 
beauty. Nor is it possible to equate it with either cheapness or costliness. 
Originally the term meant safe, durable, reliable, solid. Soundness in 
architecture might also be defined as appropriateness. In any case, the means 
of architectural design should always be appropriate to the social 
Significance of the construction task, the purpose and location of the 
building. Unnecessary costs should be avoided. Economy does not mean 
disregard of necessities but the avoidance of the unnecessary. 


Our present society values architecture as an indispensable requirement of 
socialist culture and lifestyle. And that is quite justified. A society 
striving for the highest ideals of mankind, assuming all progressive values of 
world culture and promoting the most profound humanist development of all 
intellectual-cultural potential, will not forego an art which Clara Zetkin 
described as the "most difficult and social of all." On the contrary: 
Socialism is the society which, for the first time in many thousands of years, 
liberates architecture from its social confines and opens it up to the entire 
people. Just as architecture stands for our constructed social policy, it 
must be the general reflection of the entire intellectual wealth of our 
culture. In this context, quality is the link between construction economics 
and construction culture. 
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Surveying the results and experiences of the past 10 years, it seems to me 
that many of the essential conditions have matured for taking another giant 
step toward the further improvement of our architectural culture. The GDR 
disposes not only of a modern material-technical base for industrial 
construction, it also enjoys a significant intellectual potential in the 
construction combines and in research. Our research results in the field of 
technology, in conjunction with data processing, microelectronics and robot 
equipment, offer new opportunities for inventive design. Increasingly close 
cooperation with the Soviet Union and the other socialist fraternal countries 
favors our common efforts to advance architecture. Last not least, the 
construction industry is able to call upon many talented, experienced and 
responsible architects who, backed by the strong tradition of progressive 
German architecture, fully intend to use their abilities to the best effect. 
All these are certainly satisfactory prerequisites for our offensive and 
realistic approach to the future through the year 2000, a matter to be 
discussed by the Eleventh SED Congress. 


Providing a Creative Atmosphere Everywhere 


The tasks of the future will call for pioneering efforts from the social, 
cultural, scientific-technical and ecological aspect. They will demand full 
awareness of the importance of quality from all those responsible for 
construction. At the same time they confront us with the question how to even 
more sensibly encouraging, more purposefully develop architectural quality. 


Backed by several discussions our Architects’ Association conducted in 
preparation of the Eighth Construction CFonference, I would like to share some 
of my thoughts with you. 


To my mind, the alpha and omega of further advances in architecture appears to 
be the need to everywhere develop an atmosphere of the utmost political 
commitment, truly creative, forward looking and intolerant toward recognizable 
defects. Some e«cellynt propositions, cited in the "principles" are not 
adopted quickly enough. They include the expectation that the new residential 
districts should also have streets and square--not in name only but as 
attractive urban spaces. The social clients who, as organs of socialist 
democracy, are equipped with many powers, should immediately upon placing the 
order set high qualitative criteria for any plan and any project. Projects 
not answering to the higher criteria, representing the waste of resources or 
drawn up without affection should definitely not be confirmed. On the other 
hand, good projects with new ideas (which often need to overcome resistance) 
ought to get greater public backing. 


Of priority importance in this context is a sensible performance valuation in 
planning, which will encourage the greatest possible efficiency and best 
quality. Erich Honecker explained this most persuasively at the Ninth SED CC 
Plenum. Anyone familiar with planning work knows perfectly well how difficult 
it is to sensibly evaluate performance and quality. Some things may be 
measured exactly, other things (such as good design) do not lend themselves to 
measurement. It might be useful to set up advisory councils on drafts, 
suitable for judging architectural quality. They would assist the managements 
of the planning enterprises, and their members could be proposed from the 
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circle of the most experienced specialists by the enterprise groups of the GDR 
League of German Architects and the enterprise sections of the Chamber of 
Commerce. 


The most wide ranging encouragement possible should be given those tried and 
tested working methods which allow all creative potentials to operate, such as 
competitions, study and drafting seminars. This stimulates the competitive 
spirit, reveals talents. Everybody, including our young fellow workers, has 
an opportunity for submitting good suggestions. Subsequently we will be able 
to select the best of the many good ideas sent in. It would be most useful if 
it were normal procedure for the author of the best proposal to be assigned 
the project management, regardless of existing hierarchies. We would then be 
sure that the most committed and creative specialists would always hold the 
top positions. 


The demands on the planning enterprises and their work collectives are 
steadily rising from both the qualitative and quantitative aspect. Planning 
must proceed more quickly and be more flexible. It must rapidly apply 
scientific-technical advances in the service of the project, most emphatically 
affect the reduction of time, materials and energy expenditure. Simultaneously 
sufficient time must be allowed for the production of well thought out 
architectural design. As noted at the Ninth SED CC Plenum, it is at this 
Stage that the efficiency of construction is decided. Consequently we must 
consider this a key demand for the introduction of the most modern working 
equipment. Let us always remember that a good project plan often makes for a 
10-20 percent reduction in construction costs. We may thus expect that 
investments in this sphere will be quickly rewarded. Though EDP backed 
planning will not replace the creative draft, it may save the time necessary 
for finding the truly best design in the drafting stage. Better data supply 
could also make a considerable contribution here. At the present time, 
planners still waste a lot of time searching for the necessary delivery 
statements. An up-to-date information system with the proper materials and 
delivery terms, such as now generally provided by standardized item 
cataloguing, would not only ease our work, it would also in each case help 
find the cheapest solution. 


Turning to the Future Problems of Socialist Architecture 


In addition to such practical steps the development of a rich intellectual 
life among architects is of the utmost importance for a creative atmosphere. 
Our socialist professional association is particularly responsible for seeing 
to this. The need is for the wide ranging further education of all 
architects, down to kreis and enterprise groups, the exchange of the best 
experiences, a lively clash of opinions and, finally, a well grounded and 
blunt analysis of our performances. 


The noticeably increasing dynamism of social development in our country 
presents the future of architecture with many new technical, ideological, 
theoretical and practical questions. They require sober discussion and 
explanation. 
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At first glancs some of the problems now discussed look like questions of 
design detail, although they frequently involve basic attitudes to 
architecture. We have the question, for example, whether the future belongs 
to flat or pitched roofs. In my opinion, this also is a matter of 
appropriateness. A steeply pitched roof is legitimate wherever it is 
appropriate in the interest of the harmony of the architectural environment, 
for instance in historic inner city districts. In any case, why should we 
promote one type of roof exclusively.? From the standpoint of urban 
environment, it might also be proper to require that a new building, 
constructed to fill a gap, is so designed as to fit with the single family 
home character of the neighborhood. This would respond to the old 
architectural rule, first stated by Alberti, of the conformity of all parts. 
If, on the other hand, an entire street is designed and constructed at the 
Same time, this very rule would be infringed if we were to try and make it 
look like a collection of one-family homes. Indeed, this would seem to me to 
be nostalgic and conservative. Does this mean that the apartment building, 
let alone the tenement, should serve as a model for the architecture of our 
time and our society? Would it not be appropriate for our society which 
overcame the obstacles of bourgeois ownership of real property, to concentrate 
on the concept of the architectural ensemble? Should we not guard against 
idealizing the old bourgeois city after the event? Is it not imperative 
instead alongside the preservation of all positive values of the past to 
abolish its fundamental defects, to create a city which offers all people a 
cultured living environment? 


It is certainly to be welcomed that esthetic issues are more and more 
rationally discussed these days. In the interest of the continuing 
architectural mastery of industrial construction and the definition of many 
kinds of design, this discussion is indeed extremely necessary and useful. On 
the other hand, such a discussion would be a failure if it stayed at a formal 
level and left aside the substance, function and construction of architecture. 
It would surely not meet the requirements of the future if we were to dispute 
about new types of facades and leave functional design where it is. 


It seems to me that our society's turning to the future lends a new and 
topical significance to the discussion of the substance of socialist 
architecture. Involved here most of all are fundamental propositions--how we 
are to correctly consider the future construction planning of cities and 
villages, in other words the entire system of settlements, with their probable 
social, economic and cultural development through 2000. We have already 
started on the intensive approach to urban development. It offers us the 
opportunity by everything we construct to effect a qualitative improvement and 
renewal of spatial living conditions in urban and rural conditions. To 
properly use this opportunity means first of all to even more perfectly 
utilize the advantages of socialism for the benefit of the people. Let us 
architects, together with all construction workers, stake our professional 
honor on shaping all our cities and villages in this spirit and as best we 
can--with a wealth of new ideas, harmonically and life enhancing. 
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GERMAN DEMOCRATIC REPUBLIC 


STORAGE ORGANIZATION OF AGRICULTURAL PRODUCE, FERTILIZERS 


Moscow/East Berlin INTERNATIONALE ZEITSCHRIFT DER LANDWIRTSCHAFT in German 
No 4, Aug 85 pp 303-305 


[Article by Dr Wolfgang Hey, study group leader, Meissen-Rostock (GDR) 


Institute for Energy and Transportation Research: "On the Condition of 
Storage in GDR Agriculture") 


(Text } Storage is increasingly considered an important issue in all sectors 
of the national economy, including farming. The latter needs to store in one 
form or another about two thirds of the entire agricultural yield--amounting 
to roughly 340 million tons per annum.(1) 


The consumption of commodities diverges from harvest time as regards time and 
location, volume and assortment. Grain, potatoes and sugar beet represent 
typical examples. They are harvested in a strictly limited period, while the 
products processed from them must be made available for the public supply 
throughout the year. 


The same applies with respect to the commodity groups crude fodder and fodder 
concentrates for the supply of our livestock holdings. 


Fertilizers and plant protection substances, on the other hand, are normaliy 
manufactured year round so as to exploit production capacities, though 
agriculture deploys them only in short bursts. Other examples may be cited. 
The difference between yield and demand requires storage of the commodities. 


Substance, Meaning and Definition of Storage 
Analogous to transportation and handling, storage is an ancillary process. 
However, according to Muehrel (1), the term "ancillary process" provides no 
clue to its economic significance. We should certainly not interpret it to 
mean that ancillary processes are irrelevant. 


The prime task of agricultural storage is that of so organizing the large sums 
annually spent for the storage of crops as to not only keep storage losses as 
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low as possible but also largely maintain the quality of the commodities 
stored. Losses represent a dimension of tremendous economic importance, and 
we are therefore confronted with the compelling need to make even greater 
progress in this field. 


GDR farming has as its disposal a modern material-technical base with regard 
to both the quantitative aspect and important quality parameters. 


The Condition of the Storage of Selected Types of Commodities 
Cereals 


At the present time, our LPG's and VEG's [state farms] produce 10-11 million 
tons grain per annum. This grain output is divided up as follows: 


Feed grain 67 percent 
Grain for flour and foodstuffs 

production 20 percent 
Seed 5 percent 
The malt industry 5 percent 
Miscellaneous 3 percent (3) 


Available for storing cereals is earmarked storage space for more than 
10 million tons (see table). 


Table: Structure of Solid Storage Space(3) 








Type LPG, VEG and Grain Management Combine 
Cooperative Facilities VEB 
Total, kilotons 5,170 5,840 
including 
Silos, kilotons 620 2,540 
percentage share 12 4 
Storage barns, kilotons 3,215 2,830 
percentage share 62 48 
Miscellaneous, kilotons 1,335 470 
percentage share 26 8 





As regards cereal storage, the situation reflects the fact that investments 
for the expansion of storage capacities have hitherto been purposely directed 
mainly to state owned farming. 


The necessity to substantially reduce transportation costs will call for an 
increase in enterprise conservation and long-term storage. 


To that end, we will have to expand storage capacity mainly by the 


rationalization and reconstruction of existing structures in the LPG's and 
VEG's. 
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Potatoes 


Potato growing is an important aspect of GDR farm production, because a large 
quantity must be made available to supply the public. 


The land harvested amounted to 

513,000 hectares in 1980 

505,000 hectares in 1981 

504,000 hectares in 1982 

483,000 hectares in 1983. 
Due to yield fluctuations, annual gross output ranges from 9 million tons to 
10.5 million tons. 


In less than 10 years, preparation, storage and marketing facilities (ALV) for 
potatoes for human consumption and seed potatoes have turned into a 
cornerstone of potato production by GDR farms and, at the same time, into 
centers of the new methods of supply and offer of potatoes for human 
consumption. 


Successful warehousing primarily requires the storage of stable commodities 
characterized by (5) 


-- Firm skin 

— Wastage by wet rot and brown rot respectively below 0.5 epercent of the 
crop harvested 

— Damage amounting to a maximum of 6 percent of volume 

-- Admixture content below 20 percent of the stored commodity's volume. 


The further improvement of smooth flowing and demand appropriate supplies of 
potatoes for the public, as well as the availability of good quality sewed 
potatoes require the establishment of more ALV facilities. Among the 
recommendations to be realized are 8 kiloton and 16 kiloton facilities 
respectively. Also in preparation and representing a new solution for 
construction and rationalization is a project with 4 kiloton storage capacity. 
(6) 


Sugar Beet 


The current annual volume of sugar beet production amounts to 7-8 million tons 
and, by means of intensification, is to achieve 9-10 million tons in 1985. 


The observance of the agrotechnically most favorable harvesting periods, the 
sometimres considerable distances from the field to the sugar factory, the 
desirable maximum utijization of the most efficient means of transportation 
and the limited storage and processing capacities of the sugar factory require 
the interim or long-term storage of sugar beets on the farms. 


According to the special production group standard (7), the warehousing of 
Sugar beet "is the low loss storage of harvested sugar beet, employing 
measures to maintain quality." 
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There are three basic methods of storage: 


-- Short-term interim storage 
-- Medium-term storage, and 
-- Long-term storage. 


According to (7), "long-term storage” means the storage of sugar beets for a 
period in excess of 30 days. 


Sugar beets in interim storage currently account for about 88 percent of the 
total harvested volume in the GDR.(8) The length of storage is the decisive 
criterion for the kind of storage and the treatment of the sugar beets while 
in storage.(9) 


The technological quality of the sugar beets is to be preserved in storage 
with as little change as possible; losses of beet mass and saccharose should 
not exceed a biologically determined miniaun. 


This presumes the observance of some minimum requirements, such as 


-- Reinforced storage areas 

-- Dirt removal before storage 

-- Up to 3 meters storage height for interim storage and more than 4 meters 
height for long-term storage 

-- Constant temperature and visual checks, and 

-- Forced ventilation in long-term storage. 


In interim storage close to the field, it is particularly important to keep 
low the percentage of admixture. 


Silage 


Silage making is the most important preservation process in the GDR. Silos 
are central to the further intensification of silage production. An extensive 
silo construction program was carried out in 1979-1982. It involved the 
construction of roughly 16 million cubic meters horizontal silo space. 
Consequently we now have available some 35 million cubic meters silo space. 
Needed are about 40 million cubic meters massive silo space. 


In conjunction with improved procedures and the greatest possible 
technological discipline in the management of the silo facilities, we have 
thus provided the prerequisites for lowering losses by 10-15 percent. 


More than 90 percent of silage are currently prepared in horizontal silos, 
only 5-7 percent of silage (dry mass) in tower silos. 


It is recommended to locate silo facilities close to the fields, because this 
type of location is advantageous in terms of transportation. ‘ievertheless, at 
least 20-30 percent of the silage volume must be stored at the livestock 
production facilities so as to guarantee fodder supplies even in the most 
extreme weather conditions, at times of epidemics and in the case of other 
disruptions. 
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It is imperative to cover the fodder stocks in the silos so as to restrict the 
exchange of gases between the silage and the air, and to prevent rain from 
entering. The currently most effective cover is represented by 0.2 mam thick 
polyethylenbe foil spread across the surface of the fodder stock. Repeated 
and frugal use is recommended. 


Barn Manure 


According to present-day scientific knowledge, the total current volume of 
organic substance added to the soil (amounting ** 4.4 tons per hectare and 
year in the average of GDR farm land) is not suf .ient to adequately raise 
the turnover and content of organic substance in the soil, which would be 
needed for the steady improvement of soil fertility.(11) 


According to Koriath (12), the storage of barn manure must proceed in such a 
manner that rotting and, therefore, the loss of organic substance and nitrogen 
is limited, that neither surface nor ground water is polluted, and no other 


indefensible pollution of the environment occurs. 


Emphatically recommended is low loss storage in the barn (piles at least 4 
meter high); storage is to last at least 90 days. At the present time, 
though, the majority of fares are unable to store barn manure for more than a 
maximum of 60 days, and the liquid manure arising is also stored inadequately. 
As a result a considerable part of barn manure must go into interim storage 
close to the fields. The piles shovld then be at least 2 meter high and 
shaped as stacks. 


As science and practical farming teach us, the use of organic manure and dung 
is necessary to supplement the stock of humus. Efforts for its more efficient 
collection, storage and use represent a major complex of tasks for GDR 
agriculture. 


Fertilizer 


The storage of the agricultural chemicals required for crop production is a 
key factor in the work of the 262 agrochemical centers (ACZ) in the GDR. 


The importance of the storage of fertilizer for farming arises from the need 
to reconcile the time lag between production and the use of fertilizers. 
Storage at the producer of fertilizer is limited to a maximum of 6 days. 


According to Finke (13), the volume of fertilizer management at an ACZ may be 
deduced from the following factors: 


One ton fertilizer must be procured, handled, stored, carried and applied per 
hectare agricultural area. To be added to this is 0.4 ton fertilizing lime. 
To be made available, therefore, are about 0.65 tons per hectare storage 
capacity. 


On behalf of the LPG's, VEG'’s and GPG's [horticultural producer cooperatives], 
the 25,000 workers of the ACZ's carry out extensive storage and handling 
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operations. For each 100 hectares agricultural area, it is necessary t. store 
and handle 130-150 tons fertilizer and plant protection substances. 


Annually around 7.5 million tons fertilizer are transported to the 411 central 
ACZ fertilizer stores, about 90 percent of this by rail. 


About 70 percent of fertilizers are stored in reinforced concrete buildings, 
20 percent in inflated sheds and 10 percent in light wooden structures. 


Our ACS's still lack storage capacities for 30 percent of the nitrogen, 
phosphorous and potash fertilizers.(15) 


The annual 3-5 percent fertilizer losses, due to storage in the open justify 
the construction of fertilizer storage sneds so as to gradually reduce the 
current deficit of storage capacity.(13) 


Summary 


Storage is considered of increasing importance in farming as in all sectors of 
the national economy, because agriculture is compelled to store by one means 
or another almost two thirds of the yield--amounting to roughly 340 million 
tons per annua. 


Warehousing management is obligated so to organize the storage of farm produce 
as to ensure a msinigum of losses and to largely preserve the quality of the 
commodities stored. 


Information is provided with regard to the condition and the requirements 
involved in the storage of cereals, potatoes, sugar beets, silage, barn manure 
and fertilizer. 
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ROUNDTABLE DISCUSSES SITUATION OF BUILDING MATERIAL SUPPLIES 
Budapest NEPSZABADSAG in Hungarian 31 Aug 85 p 5 


(Roundtable with PPF official Otto Inzsel, deputy minister of domestic trade 
Ferenc Spilak, deputy minister of Construction and Urban Development Indre 
Szucs, and Andras Tunyogi, director general of the Budapest Imvirons Fuel and 
Building Material Trading Enterprise; moderator, Csaba Egerszegi of the 
NEPSZABADSAG staff) 


[Text] The main season in construction is still in full 
swing, but the rumors circulating about the supply of 
building materials, the demand for them, and the rate of 
housing construction are rather conflicting. On the one 
hand, producers and the building materials trade are com- 
plaining about large inventories. On the other hand, pur- 
chasers are complaining about difficulties in obtaining 
building materials: privately financed housing construc- 
tion is still an agony. The problems of finding serchan- 
dise are burdening specifically the persons who have un- 
dertaken to build homes for themselves, at great financial 
sacrifices. Due to the substantial curtailment of state- 
financed housing construction employing large-panel tech- 
nology, emphasis in recent years has shifted to conven- 
tional construction methods and to the building materials 
they require. As a result, a critical situation arose at 
TUZEP (Fuel and Building Material Trading Interprise] 
yards in 1983 and 1964: owners wishing to build found 
considerably less building materials available than what 
they needed. 


It is now nearly 18 gonths since NEPSZABADSAG sponsored a 
roundtable (in March of 19864) at which we debated the 
situation and asked questions of the officials concerned 
about the prospects of solving the problems. Several in- 
portant promises were made at that time: “We will supply 
by 1985 in terms of volume the demands for walling materi- 
als and roofing tiles"; and "The supply will improve of 
steel pipe and fittings for water and gas lines, and of 
radiators." And we are reverting to these promises on 
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this occasion. The purpose of today’s roundtable is to 
continue the dialog on the supply of building gaterials, 

a problems that strongly influences public satisfaction. 
Our guests today are as follows: Otto Inzsel, a depart- 
ment chief of the PPF; Ferenc Spilak, deputy sinister of 
domestic trade; Endre Szucs, deputy sinister of construc- 
tion and urban development; and Andras Tunyogi, director 
general of the Budapest Environs TUZEP. Csaba Egerszegi 
of our editorial staff has acted as soderator. 


NEPSZABSAG: How is housing construction developing this year, and what is the 
Gemand like on the market for building saterials? 


F. Spilak: First of all, I would like to dispel a misconception. Many people 
are saying that interest in housing construction has declined considerably. 
That is mot so. The §3,000 to 64,000 privately owned housing units planned 
for this year will be built, including 34,000 to 35,000 conventional fas‘ ly 
homes. This volume is barely less than in 1983, when the demand for buiiJing 
materials was at its peak, que to the anticipation of price changes and for 
other reasons. This year the market for building materials seems back to nor- 
mal. No serious conclusions may be drawn even from the fact that sales of 
building materials were lower by 7 percent in value terms during the first 
half of this year, because the population had rather large stocks of building 
materials that it “carried over" from last year. Thus we anticipate that sales 
of building materials this year will amount to about 18.2 billion forints, 
which is the same as last year's volume. 


Improvement, With Gaps in Assortment 
NEPSZABADSAG: What is your assessment of the supply of building materials? 


F. Spilak: I can say with responsibility that the shortages which arose in 
recent years in supplying the population with building materials have ceased 
for most types of materials, and that supply exceeds demand in terms of volume. 
Inventories have increased considerably over last year. At the end of the 
first half of this year, for example, inventories of fired brick and of pre- 
stressed joists were 2.0 to 2.4 times greater, and inventories of asbestos- 
cement roofing tiles and of doors and windows were 1.5 times greater. fhe 
yards have enough cement and lime. The inventories of the TUZEP enterprises, 
at constant prices, are about 40 percent greater than last year. The enter- 
prises in question have adopted various seasures to reduce their inventories 
and are selling gany building materials at reduced prices. Within the overall 
supply that may be termed as good, however, there still are problems. There 
is a shortage of white tiles, for example. Or Bekesosaba fired roofing tiles 
may not be available at a given time from a given yard. But these problems 
are quite different from the ones that existed a year ago. For today we oan 
speak only of problems of assortment. To remain with the problems of roofing 
materials, for example, the yards now have enough imported material to cover 
100,000 homes. 


NEPSZABADSAG: These figures are surprising in view of the fact that oustomers 
are not always aware of this supply. For example, there still are shortages of 











roofing materials at the yards, mainly of Hungarian roofing tiles. And there 
is also less slate than what would be needed. If inventories are up, why are 
customers unable *: get any? 


A. Tunyogi: Here we are talking about gaps in the assortment. There is in- 
deed a sucrtaze of Bekescsaba roofing tiles. But we have a substantial inven- 
tory of Bramag concrete tiies from Austria. Admittedly, the cost of the latter 
per square seter is 2.5 times higher than the cost of the domestic product. 


NEPSZABADSAG: If the import is that much more expensive, can we say that there 
are enough roofing tiles? 


A. Tunyogi: In terms of volume, we may. 


E. Szucs: This simplified comparison of roofing-tile prices annoys me. Here 
we must take also other aspects into wonsideration. One such aspect is that 
the price of the Bramag tiles, which will now be manufactured by the home- 
building plant in Veszprem, includes free delivery. And there is a 30-year 
warranty from the date of installation. The manufacturer will immediately re- 
place the tiles damaged during shipment. Furthermore, we must take into consi- 
deration that the state is subsidizing considerably the price of fired roofing 
tiles. Without substantia] investments, our plants are unable to produce more 
than 103 million fired roofing tiles a year. To supply the domestic demand, we 
are now importing more than 30 million tiles. In order to end this import, we 
are building two factories to produce concrete roofing tiles. In terms of spe- 
cific energy consumption and investment cost, this solution is substantially 
more advantageous than to build plants for fired roofing tiles. 





O. Inzsel: Reverting to the general situation, I agree that interest in build- 
ing has not diminished by as much as various reports claim. And it must also 
be established that the situation, described as catastrophic at last year's 
roundtable, has improved considerably. But allow me to side with the consumers 
and to convey their opinion: Although supply may be termed adequate in terms 
of volume, this is by no means true in terms of assortment. Of the walling ma- 
terials, consumers--occasionally and in some areas--are unable to obtain the 
small bricks they seek. Lately there have been more and more complaints about 
shortages of the walling materials that the energy standard requires, although 
these walling materials are more expensive. The only thing I would like to add 
to what has been said about roofing tiles is this: a concrete-tile roof re- 
quires stronger trusses, which further increases the cost. And while there are 
enough structural elements for ceilings and floors in general, there are conm- 
plaints of gaps in the assortment here as well. For example, prestressed E 
joists are not always available. The assortment of the new types of doors and 
windows is satisfactory. But they are extremely expensive, costing more than 
twice as much as the old ones. The supply of ceramic facing materials has been 
reported as generally good everywhere in the country. But the same cannot be 
said of builder's hardware, fittings, and galvanized pipe. 


F. Spilak: As I have mentioned, the problems of assortment have not changed. 
The stores have been short of pipe and electrical supplies especially in the 
first half of the year. Unlike the building materials industry, fitting manu- 
facturers have been unable to gird themselves for supplying the demand. 
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Previously we never spent even a dollar for such products within our import of 
consumer goods. But now we have to partially import such products, at consi- 
derable sacrifices. 


NEPSZABADSAG: What is the building materials industry doing to eliminate the 
mentioned shortages? 


E. Szucs: I would like to emphasize once again that the quantitative shortages 
experienced in 1983 have ceased, specifically as a result of the manifold mea- 
sures that the government adopted. However, the building materials industry 
still has much to do. First of all, it must improve the quality of its prod- 
ucts. I think that primarily the mentioned supply situation will help us to 
achieve this. So long as customers were willing to accept also products of in- 
ferior quality, it was difficult to extract products of better quality from 
the manufacturers. Another very important task is the broadening of the as- 
sortment. The availability of bricks of small size is a constantly recurring 
problem. Their supply, too, has improved: inventories of small bricks were 

21 percent higher than a year ago. The program to modernize the brick industry 
is nearing completion. As a result of this program, capacity to make small 
bricks will increase to 450 million bricks, which should be sufficient to sup- 
ply the entire demand. 


I am mystified by the shortage of E joists. To the best of my knowledge, the 
concrete industry is able to supply the entire demand for such joists. Its 
output of every products has increased by 25 to 50 percent. 


New Standard, New Prices 


NEPSZABADSAG: A new heat-engineering standard is becoming effective as of 

1 January 1986 and will further raise the already high construction costs. Why 
are the prices of modern products so disproportionately high? Sometimes the 
walling materials, doors, windows and insulation that meet the new standard 
cost two or three times as much as the present ones. 


E. Szucs: I think it is extremely important that we view this problem real- 
istically. The way some newspaper articles describe it, people are nervous 
when this problem is mentioned, and the authorities are pleased. This is by 
no means so. Even adobe brick or small brick can meet the standard for heat 
insulation, but the wall has to be very thick. Modern materials--such as 
aerated concrete, insulating concrete, and other brick-industry products--en- 
able even single-layer walling materials made of them to meet the specified 
higher R-values. 


According to our estimates, the stricter heat-engineering standard will in- 
crease the construction cost of a 9-square-meter family home by between 9 ,000 
and 110,000 forints. But we cannot emphasize strongly enough that all this in- 
volves a very significant economic interest: the equivalent of several hundred 
thousand tons of fuel oil can be saved in this manner under the 7th Five-Year 
Plan. These family homes will require 30 percent less thermal energy to heat 
them than the family homes built earlier. 
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NEPSZABADSAG: But the owner who is having a home built views this problem dir- 
ferently. From his point of view, the mentioned additional cost can be recov- 
ered only over a very long period of time. 


E. Szucs: Yes, the government too has thought of this. The agencies concerned 
are investigating what credit-policy, social-policy and other measures are ne 
cessary to enable owners to bear the higher construction costs, and to ensure 
that the number of housing units built develops in accordance with the plan. 
The pertinent decisions can be expected by the end of this year. 


NEPSZABADSAG: Will there be enough of the modern materials next year that meet 
the new standard? 


E. Szucs: Yes. With its present capacity, the building materials industry is 
able to produce for about 30,000 family homes walling materials which, in a 
Single layer, are able to meet the standard's specifications even without an 
additional insulating iayer of mortar. There will be enough also of the new 
types of windows, doors and insulating materials. We are attempting to antici- 
pate or alleviate the foreseeable distribution problems. 


Manifestations of Corruption 


NEPSZABADSAG: Has the corruption experienced heretofore in TUZEP yards abated 
with the alleviation of the quantitative shortages? 


0. Inzsel: I would broaden this question to include the factories as well. 
Some things are difficult to comprehend in this area. For example, there is 
enough cement and lime. Yet numerous complaints have been received--and | per- 
sonally investigated some of them--that at least 50 to 100 trucks line up al- 
ready at night before the Labatlan Cement Factory, waiting to be admitted in 
the morning. The queve usually continues throughout the day as well. And the 
meter keeps ticking, adding up the hard-earned forints. An entire small Mafia 
has developed at such places. If the trucker next in line does not tip the 
yardmen 100 forints, they "accidentally" tear two of the bags during loading, 
and the customer suffers a loss of 100 forints. An organizational solution is 
obviously necessary, because this is intolerable, 


F. Spilak: Regrettably, such cases do ocour. So far as domestic trade is con- 
cerned, very nasty things did happen last year; e.g., palmed tips were de- 
manded, etc. Today I am able to say that this has cersed at most TUZEP yards. 
We check regularly the building materials trade and find the "usual" short- 
changing of customers that, in our experience, ocours elsewhere as well. Thus 
board lengths are measured inoorrectly, the wrong price is charged for graded 
products, etc. Naturally, these are serious problems. But the essential dif- 
ference is that the owner wishing to build is no longer told, with reference 
to the shortages: "I can get you materials only if you pay me a thousand for- 
ints." 


E. Szucs: This is the first time I heave heard about that cement complaint. I 
will look into it. 
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NEPSZABADSAG: Reverting to inventories, is it possible that the TUZEP yards 
are not ordering merchandise because they fear that they might exceed the 
limits on inventories? 


A. Tunyogi: We order what we are able to sell. But the fact that the value 
of our inventories has increased by 200 million forints over the same period 
last year poses a serious problem. We would like to maintain this level of 
inventories because that way we are able to ensure better supply. But bigger 
inventories are in conflict with the requirements of economic management. 


F. Spilak: inventories are a serious problem. Last year, when there were 
shortages of merchandise, we did not have such problems. The reduction of in- 
ventories is a justifiable national economic objective. Although indisputably 
sound, such efforts are in conflict with the altered situation. This question 
must be settled somehow, in the interest of the population's better supply. 


We Must Learn How to Trade 


NEPSZABADSAG: According to what you just said, trade is being confronted with 
new tasks. It has always been said of TUZEP that it is distributing the mer- 
chandise, instead of trading in it. Perhaps the time is now ripe for change. 


F. Spilak: We will now have to learn to trade. To correctly estimate the de- 
mand, and to schedule deliveries accordingly. We ought to be familiar with 

the consumers’ building requirements, and to know what colors are in fashion 
for tiles. Multichannel distribution also makes for better trade because it 
may lead to competition. We can only welcome the stores for home builders, 

the separate AFESZ [general consumer and marketing cooperative] stores, and the 
retail outlets of the factories. 


NEPSZABADSAG: A frequent and justifiable complaint against the TUZEP yards is 
that the customer must visit a dozen of them to find what he wants. For exan- 
ple, the TUZEP yards in the megye seats and larger cities are incomperably 
better stocked than elsewhere. People who do not live there must spend much 
time and money to get materials. 


A. Tunyogi: It would truly be ideal if we could stock the entire assortment 
at a given time in a given area. We cannot stock the full assortment at every 
small yard. But it is indispensable that there be concentrated central yards 
that stock the full assortm it of the sold merchandise or products. 


O. Inzsel: Consumers, too, would welcome central yards. But these central 
yards would be fulfilling their mission only if the consumer could go to the 
nearest small TUZEP yard and at least be told: we do not have this material 
in stock but it is available in the megye seat; place your order and we will 
have it shipped here. 





A. Tunyogi: There is indeed much still to be done to improve the organization 
of sales. 





NEPSZABADSAG: Another problem of the TUZEP yards is the inefficiency and lack 
of responsibility encountered there. Materials are stored in the open that 
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deteriorate there. I myself have seen cement, doors and windows stored in the 
open, without any kind of cover to protect them. When you mention this to the 
personnel of the yards, they complain of a shortage of storage capacity. It 

is incomprehensible that very expensive Feszek department stores are being 
built when the TUZEP yards are unable to solve even their most elementary stor- 
age problems. 


F. Spilak: There is much truth in this. We have not been devoting sufficient 
attention in recent years to the modernization of the TUZEP yards. Neither the 
enterprises nor the ministry has been pushing their modernization adequately. 
Of course, it is not a bad thing to have Feszek department stores. But in the 
future, if possible, we would like to encourage also with central subsidies 

the modernization of TUZEP yards and the construction of warehouses. 


O. Inzsel: It really hurts to see warped lumber and ruined cement, which were 
of good quality when industry shipped them. In the recently commissioned 
housing developments in Budaors, it broke your heart to see how much building 
material is going to waste. 


A. Tunyogi: Such cases occur, for example, when import shipments arrive un- 
evenly. Last year, incidentally, we wrote off 24 million forints' worth of 
materials that we discarded, including about 20 million forints' worth of 
fuels. At the same time, our profit amounted to 81 million forints. 


NEPSZABADSAG: How are you planning to develop further trade in building mate- 
rials? 


F. Spilak: We intend to change the enterprises' organizational structure. 
Come to think of it, it is not quite clear why we are selling fuels together 
with buidling materials. The two trades are entirely different. The present 
TUZEP organization is suitable for fuels, because they can be sold on the basis 
of allocations through the end of this millenium. In the case of building ma- 
terials, however, competition can be expected to develop, which requires de- 
centralized entrepreneurial organization. In the case of building materials, 
therefore, we intend to give the yards more independence, and we would also 
like to introduce new forms for their operation. 


What Can We Expect in the Future? 


NEPSZABADSAG: In building materials, what kind of supply can we expect in the 
future? Will there be adequate plumbing and electrical supplies? 


E. Szucs: At this point I would like to refer to our roundtable of last year. 
I feel that we have fulfilled what we promised then. This year we are able to 
supply the demand for walling materials; and there will also be encvgh roofing 
material available, although admittedly with the help of import. I consider 
this a very significant result. The government has provided state subsidies 
for the building materials industry, and the latter has fulfilled its program 
honestly. Our further task, as I have mentioned, is to broaden the assortment 
of building materials and to improve their quality. 
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F. Spilak: Trade in building materials expects a further growth of its volume 
during the next five years. According to our p!ans, sales will increase by 1.0 
tw 1.5 percent a year. This year the Hungarian building materials industry has 
increased its performance slightly, true to its promise. Thus it has not been 
necessary to import the walling materials, doors, windows, and cement that are 
included in the plan. Temporarily, however, it will be necessary to import 
fittings. Within a year or two however, we must achieve that also the manufac- 
turers of fittings will be able to supply the domestic dema.d. Returning to 
what we promised last year, we have been able to supply enough radiators, and 
also the supply of heating systems and heat exchangers is adequate. Although 
20 percent more pipe for gas and water lines is being supplied, we have not 
been able to eliminate the shortages completely. We all agree, I believe, that 
we are not yet at the end of our road, and that in the coming years we will 
still have much to do to improve supply. 


NEPSZABADSAG: Thank you for the discussion. 
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ECONOMIC COOPERATION WITH JAPAN DESCRIBED 
Budapest FIGYELO in Hungarian No 57, 12 Sep 85 p 9 


[Article by Andra Varga: “Hungarian-Japanese Economic Cooperation] 





[Text] Regular Hungarian-Japanese trade relations have a background of hardly 
one and a half decade. Disregarding the setbacks occurred during the last one 
or two years, the volume of shipments has developed dynamically and Japanese 
buisness enterprises have also « role of growing importance in the marketing 
of Hungarian products in other countries. However, this Far-East island 
country has had thus far a rather modest position in Hungarian foreign trade; 
less than one percent of our trade is being transacted with Japanese partners. 
It stands on the 14th place in our exports to the developed capitalist 
countries and on the 9th place in imports from them. Trade with Hungary is 
even less significant on the scale of Japanese foreign trade, 0.05 percent of 
the Japanese exports are directed to Hungary and 0.03 percent of the imports 
is made up by Hungarian products. All this indicates that the possibilities 
in bilateral trade, on which high-level political state visits have always had 
a stimulating effect, are far from being exploited. 


An Opening Market? 


Hungarian-Japanese trade is characterized by a lasting imbalance to Hungary's 
prejudice. Therefore our enterprises should pay attention to the new action 
program of the Japanese government, which was published on July 30. The new 
package deal concerning import concessions--called officially Action Program 
for Improved Market Access--has been worked out in Japan primarily under 
United States and West European pressure; it is rated as a conciliatory 
gesture toward these two economic areas. Thus they will also be its main 
beneficiaries. However there are certain openings included in it which may 
also allow Hungary to take advantage from the import concessions. 


The program holds out the prospect of liberalization in the following six 
areas: customs tariffs; import quotas; standards, verifications and 
procedures for import licences; government purchases; soney and capital market 
and several other measures concerning help to import and services. 


69 











The planned customs tariff reductions cover 1853 kinds of products, most of 
which will enter into force by the beginning of 1986. As a result of customs 
reductions the following Hungarian export products will become more 
competitive on the Japanese market: boneless chicken parts, duck nuts, canned 
fruits and vegetables, bottled vines and champaigns. (However the customs 
reductions concerning the last two items will not enter into force, in terms 
of plans, until 1 April 1986). 


The liberalization of the import quotas will presumably improve the chances of 
the export of Hungarian agricultural and food industry, aluminum, leather and 
shoe industry products, while the liberalization of import concession 
procedures, above all the easing of the registration of foreign medicines and 
other allowances in bureaucratic procedures may primarily facilitate the 
marketing of our pharmaceutical and cosmetic products. 


Cavinton and Its Partners 


Japanese enterprises are very important partners of Mediapex, although their 
relations do not look back to a past of many decades. Hungarian 
pharmaceutical exports have started essentially only in the early 1970s--says 
Dr Laszlo Kovacs, deputy general manager of Medimper. 


Insofar as our exports to Japan are concerned, it takes--on the list of 
non-socialist countries--the fourth place behind the FRG, Switzerland and the 
United States. We have realized, already at the start of the shipments, that 
we will only be able to maintain and eventually increase our exports if we 
offer more and more genuine Hungarian products. The reason for this is that 
Japan has a very developed pharmaceutical industry, and about 60-70 percent of 
the medicines produced in Hungary are not being used in Japan. Thus we can do 
business with that far-away country only through our novelties. 


It is not a negligible fact either that the owners of the original license are 
strongly protected in Japan by means of administrative regulations. Thus the 
increase in our exports was certainly a result of the introduction of original 
molecules during the last couple of years. In the beginning the value of our 
exports amounted to 4 million dollars, while this year we expect to reach 10 
million. An example of the original Hungarian products is the antispasmodic 
called Halidor, a product of EGYT, which was first put on sale in Japan. By 
the way, we shall ship this antispasmodic through the Japanese enterprise 
Sumitomo. 


A feasible arrangement for an increase in Hungarian pharmaceutical exports 
would be the development of direct cooperation between the two countries’ 
pharmaceutical industries. It is now clear for us that in the marketing of 
our medicines we have to bypass the commercial enterprises and find the 
producer. Thus we have sanaged to develop good relations with one of the 
largest Japanese pharmaceutical factories, the Takeda, which purchased in 1983 
the blood-vessel dilator license of Cavington. The Japanese factory now sells 
this original Hungarian sedical product under the name of Calan. 


70 

















Our Chinoin Pharmaceutical Factory and Takeda signed last year a longtersa 
cooperation contract. In the framework of this the Hungarian medicine against 
necrosis, called Ipriflavon, is under scrutiny in Japan and will be registered 
there, according to the plans, in 1986. Aside from Takeda we have established 
cooperation with other important Japanese pharmaceutical industries too. Thus 
with the Dainippon, the Kowa, the Taiho and the Mochida we agreed on the 
shipment of chemical compounds as a first priority. 


The Hungarian and the Japanese pharmaceutical industries are undertaking also 
joint development projects. Among the planned products of such cooperation we 
may sention aritimian compound, drugs against ulcer and against the thickening 
walls of the arteries. 


Last year the Hungarian Biogal and the Japanese Mitsui agreed to ship and 
develop various veterinary products. On the other hand, the Pharmaceutical 
Factory of Kobanya and Mitsubishi contracted to export various basic raw 
materials. 
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HUNGARY 


DEFINIT‘ON OF ‘PERFORMANCE’ NEEDED 
Budapest MAGYAR HIRLAP in Hungarian 23 Aug 85 p 7 


[Article by Ilona Kosci: “Dubious Performances. Can Products Be 
Unambiguously Measured?-What Is (Not) Indicated by Performance?” 


[Text] One of the most frequently used words is 
performance. Every day we mention it several times, 
almost always as part of a compound “increase, raise, 
expansion, etc.” But what exactly do we sean by 
performance? It is especially worth while to ask this 
question narrowing it down to the enterprise level. 
How can this concept be seasured and understood there? 
By profit, as one of the gost important indicators, 

or by something else? We interviewed on this topic 
Eva Szeben, section manager of the Research Institute 
for Labor. 


[Question] Why does performance have to be explained at all? Is the 
measuring stick used for the various products not standard? 


[Answer] There is a close connection between performance in national economy, 
in the enterprises, and by the individual. However, the performance of the 
national economy cannot be conceived of as the sechanical sum of the 
enterprise performances. National performance is best expressed by the 
national gross income, but the index of the added valued (GDP) is also 
important. On the enterprise level profit is the fundamental measure of 
performance. Yet this can be explained only in relation to something, thus, 
for example, we can speak of profit per return from sales, per production or 
wage unit, perhaps per production-and-wage unit. Yet even these do not always 
express real performance precisely. 


Strange Glory 
[Question] Yet nowadays we expect and demand greater production precisely 


from the enterprises, from the production process. Don't we even know what we 
are expecting from thea? 
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[Answer] Yes, we do. A demand system of many shades has developed, yet we 
cannot always check and evaluate when and to what extent it is being 
fulfilled. We are still being haunted by such remnants of the old quantative 
point of view as unsatisfactory sensitivity toward expenses and neglect of 
quality demands. These, of course, are not independent of production of basic 
consumer goods, either. While we have 4 lenient attitude toward old sistakes, 
we often do not have the patience, nor the time--because of the difficult 
situation of netional economy--to modify certain demands and regulations by 
evaluating individual years. Recently the quantitative point of view has come 
to the fore primarily in forcing hard-currency export, because economical 
export alone would not have been enough to cover the import and reduce the 
debts as well. 


[Question] Thus, if we call an enterprise profitable, have we not given 
information about its performance by doing so? 


[Answer] In general, yes. Yet it often happens that profit in itself is not 
yet an unasbiguous proof of good performance. Some domestic enterprises have 
become lazy, feeling secure, since there is no import competition. Many an 
entrepreneur increases his income and profit--thus, seemingly, his 
performance--by raising prices or keeping them high. And, in case this wight 
be endangered by imports of articles similar to the domestic products, they 
are trying with great inventiveness--even running after help from the 
authorities--to obstruct this. The positions of the enterprises have also 
been strengthened by the constrained situation of Hungarian economy. It is an 
extreme but characteristic example that in the past years a few enterprises 
have become practically glorified, because from one year to the next they have 
increased hard-currency export by 15-20 percent. Only later has it become 
clear that it was to places from where the payment of the exchange value could 
not easily be enforced. 


[Question] Central help, support given under various headings may make a 
performance appear better than it is in reality. At the same time the 
performance of those not receiving support will appear weaker than it is in 
actuality... 


[Answer] Support in itself is fine if it can be precisely accounted for and 
goes for a precisely determined purpose. Critical branches are supported 
everywhere in the world. But in our country it seems as if there were abuses 
of it: some enterprises are as good as counting on it already. While, for 
example, several enterprises of the textile industry have been fighting 
desperately for years to find their way out of the difficulties, certain 
metallurgical executives are still talking to the domestic buyers giving 
smaller orders from the old “position of strength.” For this not only the 
enterprises can be faulted. It has happened that also metallurgy which was in 
a crisis was urged to export in quantity. 


No Competition 
[Question] And where can the line be drawn where support will be abused? 
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[Answer] I don't know, but this appears to be one of the great problemas of 
the leaders of economy, too. As it is also a problem that the necessary money 
must be taken away in the end from the good ones, anyway. And, if the 
enterprises feel that this taking away is too auch, they will react: they 
will hold performance back. . . 


[Question] Thus they will deliberatley put the brakes on production, 
deliberately slow work down? 


[Answer] They will not put the brakes on work, but they won't do everything 
to get @ore and better results, they wil) become indolent and passive. Or 
they will concentrate their energies precisely on their getting support, too. 
And, if several participants of the economy are already speculating about this 
instead of caring about sore efficient production, serious problems may occur. 
The budget--in spite of all intentions to the contrary--is still sacrificing 
too guch goney to keep alive the poor entrepreneurs, but the desired result 
very often does not come. 


Greater Publicity Needed 


[Question] But somehow we should get out of this state of affairs, after all, 
the future of the entire economy many depend on whether the enterprises can be 
stigulated to work with their maximal strength... 


[Answer] This realization was born already several years ago, but the 
suitable methods have not taken shape yet. In my opinion, it is also bad if 
many people start with what we are capable of today. Neither is it reassuring 
from the point of view of long-range goals that the short-range ability of the 
enterprise to pay taxes is standing in the center of the regulation. Rather, 
we would have to start with where we want to get and calculate backwards fros 
there. This way we could perhaps get out of the present stalement burdened 
with gutal distrust. At the same time, it is ay conviction that for getting 
out we need isgport competition, at least from the COMECON countries. A price 
competition would make the domestic firms used to a one-sided raising of 
prices adopt a different attitude. It would be ia@portant that certain 
expenses of the budget should receive greater publicity than the present one. 
With greater societal control it could turn out that the support of quite a 
few activities is superfluous, thus the soney of the good ones would not have 
to be siphoned off to the present extent. 


[Question] These suggestions will surely only be realized in the long range. 
But what could be changed practically right away? 


[Anewer) The trust between the enterprises and the bodies directing the 
economy is important. It can be considered as a good first step that the 
government has no desire to push back imports with mid-year seasures, even 
though we have fallen behind up to now from the planned export. fvery 
participant in the econosy sust act with the responsibility that pointing at 
each other will unambiguously only hurt the national economy. 


12772 
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15 October 1985 


PLANS TO REHABILITATE CABLE WORKS DISCUSSED 

Budapest NEPSZABADSAG in Hungarian 26 Aug 85 p 5 

[Interview with Tibor Nagy, main department head at the Hungarian National 
Bank, acting as head of the rehabilitation commission, and Hungarian Cable 
Works Director General Mihaly Laczko, by Katalin Bossanyi: “After the 
Attack--Before Rehabilitation"] 


[Text] The Possibilities of Recovery in the Hungarian Cable Works 





The cable industry which fills a key role in the national economy's infra- 
structural network has been ailing for a long time. This year a huge blood 
clot closed off this important bloodvesse] system and the resulting economic 
heart attack is--the losses. 


Facts of the Medical Record Card 


The way the ailment was getting more severe can be followed well on the 
record card, that is, from the analysis of the rehabilitation commission. 


1973: An industrial policy decision is born about the unavoidable recon- 
struction of cable production. Its goais are improvement of domestic supply, 
moderation of the capitalist import and at the same time significant expansion 
of profitable export. 


1976: After lengthy haggling--this was justified with the low profitability 
of cable manufacturing--development in the vaive of 3 billion forints is 
begun but not from state loan but rather, from bank loan. 


1978: The major enterprise profits “cannot carry” the loan burdens and 
therefore with a ATB [National Planning Commission] transfer the domestic 
producer prices are increased by 15 percent. 


1980: The investment is 70-80 percent complete but it becomes evident that 
in contrast with the predictions the demand for cables in this country is 
increasing by only 2+3 percent per year rather than 10-12 percent. In 
addition to this the structural problems are also becoming more acute: the 
development increased the capacity of high tension cables--there is hardly 
any demand for these due to the cutback in investments--but there is a 
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significant shortage cf low tension cabies, mainly communication technology 
cables. The capitalist cable import again increases. 


1981: Due to the effect of competitive pricing, profits at the Cable Works 
Gecline radically. Due to the low profitability of exjort the domestic 

prices also had to be cut back--even though the compositions of export and 
Jomestic sales completely differed from each other--and thus they lost exactly 
2s wach os they gained with the earlier price increase. The bank refuses to 
contiowe the loans and then--upon pressure from the “councii” of top level 
author es--the outstanding loans are rescheduled. 


1962: The development is completed but 30-40 percent of the capacities is 
useless. The enterprise makes desperate--and not unsuccessful--attempts at 
transforming the product structure and expanding export. Their sales income 
increases, profit decreases. 


1983: The enterprise begins grasping at straws, asks for independent export 
rights--which it is unprepared to handle--and without appropriate preparation 
undertakes a general contracting job of building aerial cables in Jordania 
and Abu Dhabi. 


1984; The enterprise puts pressure on the factories: they must catch up on 
the domestic and socialist backlogs. But the “price” of this is that they 
ecome flaenctally impotent, their inventories increase but they are unable 
to pay tvelr suppliers. The bank extends a liquidity loan. in the meanwhile 
it becomes clear that the aerial cable building undertaking remains merely 

a building a castie in thin air. Its loss totals half-a-biliion forints. 


1985: The bank cancels all loans. The enterprise is making payments from its 
sales income, thus its lack of funds increases to 700 million forints. As 
the consequence of negative financial processes which feed on themselves, 
bankruptcy occurs, and the Ministry of Industry orders rehabilitation of the 
Hungarian Cable Works. 


Tibor Nagy, main department head of the Hungarian National Bank was asked to 
head the rehabilitation commission and this is how he summarized the results 
of their analysis: 


[Newv! tt ‘« a fundamental contradiction that by the time the reconstruction 
which, as fer as investment techniques are concerned can be qualified 
excellent, was completed--the development was completed on time and some money 
was left over--no longer met the market's demands. It also undoubtedly has a 
part in this that the enterprise's ability to conform proved veak, even 
though it is also true that its major customers also did not notify it in 
time that their demands are modifying. Thus it became clear only afterwards 
how the cutback in domestic investments will affect the cabie industry. And 
only a fraction of this technology can be converted to the manufacture of 
other types of cables. But all this only gives the background for but does 
not explain the extremely unfavorable situation which has developed. That 
is, the way the enterprise's top management was grasping at straws, taking 
irresponsible export risks, and the insufficient economic work vere--in our 
judgement --decisive parts in the piling up of financial problems. 
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Not Being Pushed Under Water 


[Question] On the basis of all this what conclusion did the commission arrive 
at? 


[Answer] There are different ways to rehabilitate. In working out the 
financial reorganization we took care to minimize the burden on the national 
budget, but--while we are tailcring very tight economic operating conditions-- 
we are not pushing the enterprise even further under the water. Therefore in 
addition to working out a comprehensive stabilization program to be implemented 
trom its own strength, we also consider necessary a few organizational, 
management and enterprising modifications. We suggested that domestic 

cable prices be increased 5 percent as of the beginning of next year--and 
following this the cable industry is to foliow the import price--and during 
the time period of the Seventh 5-Year Plan the property tax, accumulation 

tax and tax on profits should be in part rescheduled. The MNS [Hungarian 
Narional Bank] would make a loan fe the enterprise's lack of funds, which 
they also must pay back within a shwr! ‘ime. 





Of course in these questions--in accepting the conditions of reorganization--the 
Ministry of Finance has the deciding word. There they did not close the door 
to the alternative proposed by the commission but said: “Let's see the bear 


first!", that is, the development program of the Hungarian Cable Works. 


“Which has already been prepared and in the comprehensive plan of measures we 
have specified every task tailored to suit them and tied to deadlines. This 
is the only way this very hard and tight program can be carried out"--said 
Mihaiy Laczko, the recently appointed director generai of the Hungarian Cable 
Works. 


[Question] First of all it is justified to clarify that the earlier director 
general has been replaced and the sales and business managers have also been 
considered unsuitable for further work here. You are not only an internationally 
recognized representative of the cabie business but have also been for a 

longer time the number two leader of the major enterprise. in what do you 

see your own responsibility for the situation which has developed? 


[Laczko] Management is collectively responsible for the mistakes regardless 

of the fact that the rehabilitation commission did not blame me. In 

retrospect I consider it my main mistake that--even though 1 had also 

indicated in writing that I did not agree with the decisions. In order to pro- 
tect the unity of management, outwardly I was nut pounding on the table hard 
enough when I saw that our ship was going in the wrong direction... I have 
been appointed only until the end of next year, until the enterprise council 

is formed. After that the workers wiil decide about my eiection and they 

will obviously be strict judges of the road we will have covered by then. 


And whether or not this road is passable, and in order that its results be 
measurable, the Cable Works is not waiting until the financial rehabijitation 
but attempt during the course of the daily work to continvously eliminate 

the points of’ tension. The oversized central apparatus is being significantly 








reduced. Everyone is being offered work--mainly physical--within the house, 
and they are terminated only if they do not accept it. The independence of the 
factories is also being increased and self-accounting based on direct 

interest in profits is being introduced. Besides this two subsidiaries 

have been formed, from their enameled wire factory in Budapest and from the 
Szeged Cable Factory. 


To Change From Within 


[Question] As far as I know at first there was no agreement in the organi- 
zational questions within the enterprise, since the people in Szeged, for 
example, did not want complete independence. 


[Laczko] It is true, but finally we agreed that this should take place 

only after a few years--as a function of the way overall profitability 
develops--the director general explains. The reasons are that this is now 
our most profitably producing factory, but if they had to repay a proportional 
part of the earlier developments, they could not very well stand on their 

feet over the short term. 


[Question] The majority of the export losses occurred at the Balassagyarmat 
Aerial Cable Factory. Would it not have been practical to separate this 
plant from the major enterprise, and then not the entire cable works would 
have to be rehabilitated but it would only have to be decided about one of 
its factories whether or not it is viable over the longer range? 


[Answer] I would consider this an unfair solution. The Balassagyarmat 
people did not participate in preparing the main undertakings, failure did 
not depend on them. In addition this is one of our factories with the best 
attitude, willingness to take the initiative, and rich with ideas. If 

the principle of “we cry and laugh together” can be applied in the case of 
a good plant, then the one which has temporarily gotten into trouble also 
must not be abandoned. 


[Question] The rehabilitation commission suggested suspension of the in- 
dependent export and general contracting activities. How can the good 
relationship be reestablished with the old foreign trade partners? 


[Answer] Pointing at each other must be mutually abandoned, and under- 
takings of common interest must be taken up. Of course we have realized that 
we are now in a disadvantageous situation and therefore, for example, the 
Trantejectro only enters into consignment contracts with us where we bear 

the entire risk. It is also true that they developed the iargest item in 

our approximately $20 million export this year, the Chinese export, and they 
also are the ones handling it. By the way, I would interpret the suspension 
with flexibility. Whatever we were doing weli--for example, the general 
contracting of buried cables--why shouldn't we continue? But it would be 
most practical to quit the aerial cable general contracting. We must complete 
the deals in progress as soon as possible in order to also minimize the losses 
this way. I must note that it is somewhat incomprehensible to me--and this 

is not a question of good or bad disposition but rather that of being 
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interested--how the export business which trampled us into the groun/ 
bring profit to the foreign trade enterprise which became our partner. 


At the present time the market-oriented and accelerated product modernization 
stands in the focal point of the Cable Works’ rehabilitation. The most 
spectacular chapter of this today is the telephone cable development under 
way in the Budapest factory. The 110-million forint loan from the Hungarian 
Post Office created the financial coverage for it. They have to repay the 
loan after 1990 with 3 percent interest. In exchange for it they are 
pledging to produce an additional 220,000 kilometers of telephone cables 

per year starting with the beginning of next year. In addition to this 

they also promise that water cannot get into these... The various materia! 
and energy saving cable developments which are progressing at a good rate and 
the new organizational solutions also indicate their increasing cost 
sensitivity, since the materials make up 80-85 percent of the production 
costs of this branch of industry. 


Chances of Recovery 


Of course today the chances of implementing the recovery program and weighing 
the opportunities of the future permeate the entire enterprise, from the 
director general all the way to the workers. But this is not an inactive 
waiting period! In the first half of this year their production increased, 
profitability of the capitalist export improved and--employment did not 
decrease, these all prove it. Even though they are not yet past the serious 
situation which followed the economic heart attack. Solving the acute 
danger to life--the financial rehabilitation--is still to come. But it will 
take place sooner or later because the rehabilitation proposal does say 
it--expressly or implicitly. Not only the improper lifestyle caused the 
increasingly severe heart problems of the cable industry, but external shock 
effects also contributed to it. It is true that patients with foresight 
know that their improvement depends primarily on their own efforts, improve 
ment of their condition. 


And now this major enterprise wants very much to recover. 
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JIPRS-EE1-85-080 
15 October 1985 


POLAND 


H-~SOVIET COOPERATION IN CRANE BUILDING 


caw TRYBUNA LUDU in Polish 8 Aug 85 p 6 


tervlew with Jerzy Zaskurski, director of the Industrial Institute of 
retruction Equipment, by editor Eugeniusz Gajda: ‘A Chance For Jointly 


ranes", date and place of interview not specified] 


} Around 2000 transit cranes of the Polish-Soviet design and 25- 
ton maximum load have already been operative in Poland, the Soviet 
ui other CMEA countries. Prototypes of 63- and 100 ton heavy duty 
“anes as well as those of even stronger 250 ton heavy duty cranes have been 


't and tested. Work on development and implementation of a new genera- 
‘ion of such cranes is underway. 


ne origin, development and perspectives of the Polish-Soviet cooperation 
} transit crane building are discussed by Jerzy Zaskurski, director of 
he industrial Institute of Construction Equipment. 


iuking into consideration the experience of Polish designers as well as 

ne technological level and production capacities of our enterprises, the 
yviet side has entrusted us with the design and production of telescopic 
poms tor the 250 ton cranes, the strongest cranes developed in the Soviet 


A prototype of such a crane with a boom of Polish design was 
is i un Odessa on May l, 1985. 


} a 


i@ economic 


situation in Poland slowed down to some extent the pace of 
soperation efforts. This applies above ali to the implementation of 

ubsequent crane types into serial production. To a far lesser extent, 
it affected work on joint designs and development of new generations of 
ranes already in serial production. On June 25, 1985, an intergovern- 


nental agreement was signed that determines the scope of cooperation in 
rane building until the year 2000. 


[Question] During the grand session of the Scientific Council of your 
institute that was held late June, Soviet guests spoke highly of the 
institute and the enterprises participating in the joint cr \ ilding 
rojiect. However, I have an impression that there was some ety among 
11 in views expressed in the Soviet press, whi ten took 
ject, with ‘regard to whether we will be able to meet quanti- 


we 
si it ih ; 


wi 





[Answer] I think you are right. The Soviet Union has been developing it 
production capacities for joint crane building. Full utilization of thes: 
capacities for joint crane building. Full utilization of these capacities 
depends on cooperative shipments from Poland. The shipments from Poland 
account for 60-70 percent of the value of the final product in the pro- 
duction of various types of cranes. Given the fact that the demand of the 
Soviet market is far greater than that of the Polish market, the cooperation 
results in a very high credit balance for us. At the same time, with this 
kind of production we can pay for Soviet raw materials. It is then typical 
export-oriented production. It is worth adding that if we increase the 
protection, we can easily sell it both in CMEA countries and in Western 
European countries. Those are great opportunities that cannot be wasted. 
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[el RAW MATERIAL COOPERATION DEFENDED 
POLITA in Polish 2 Aug 85 p 3 
nase Dertoszewicz: “Agreements on Raw Materials” | 


ition in the economic cooperation of the CEMA 
i by the so-called agreements on raw materials. They 
riiy on the joint management by several member countries of! 
iw wecerial deposits on the territory of one of the countries. A majority 
of the agreements deals with joint investments in the raw materials on the 
y of the USSR. This kind of venture, however, was also undertaken 
i (nickel deposits), Monogolia (variegated metals), and Vietnam 
rubber plantations). 


Poland is a party to several agreements dealing with the joint management o! 
r steriel deposits in the Soviet Union. Our contribution is realized 


through export of construction and repair services, the efforts of 
the basis of deliveries of goods to the USSR. In exchanm 
bution, we acquire the right to import specific amo 
ally over a long period of tim 


with the USSR, Poland benefits currently from raw materia 
ries on the basis of nine agreements: 


in exchange for our participation in the construction of the cellulose 
works in UST-llimsk, from 1979 through 1991 we have gained the right to 


irchase from the USSR 40,000 tons of sulphurous cellulose. 

the basis of an agreement to build an asbestos factory in Kiyembay, we 

a jutre from the USSR through 1991, 50,000 tons of asbestos annually. 

\n agreement to participate in the construction of an iron ore mine in 
rivoy Roy ermits us to purchase 2.5 miilion tons of ore (100 percent iron) 

the production of ferro~alloys in tue USSR allow 
ns of ferro-silicon and |,750,000 tons of nitrate-silicon 
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~-Construction and repair work in tie laying of the Orenbur; 
and the delivery of pipes to the building sites of the pipelin: 
Poland to import from the USSR 2.8 billion cubic meters of ¢ 
annually to 1998. 


~-Construction and repair services in the building of petro-chemi.«: || 
in Polotsk allows us to purchase an additional 1 million tons of porro! 
annually to 1990. 


--Deliveries of equipment to the fodder seed tactory in Mozysh 
long-term import of considerable amounts of feed from the USSF. 


--The participation of Polish work crews in the building of 
pipelines in the USSR, including the Kobryn-Brest Pipeli.. 
additional purchase of .4 billion cubic meters of gas inn 


-~-Construction and repair work in the building of an a 
Chmielnitski, Kursk and Smolensk guarantees the right ¢ 
108 billion kilowatt hours of electrical energy to 2093. 


The agreements concerning raw materials investments encompa. | ex 
large number of goods. They include primarily the so-called tiroi 
currency resources obtainable on world markets only for hard curren 
payments for such resources are made in cash on the spot. 


The main form of Polish participation in raw material investwents is ih 
export of construction and repair services. Currently, severe! tiousan 
Poles are employed in the USSR to implement the contracts connected to th 
investments. But this number is even larger, inasmuch as re | 
people are working on the construction of three atomic power 


The work being done by our specialists is parcticuiariy «omp 

high qualifications. Here we have to consider as aytt 

export of construction somehow “strips” the Polish marke: 

to implement the national housing program. It is difficult to ima 

the installation of fixtures in an atomic power plant, includin, 

hundreds of kilometers of pipes with special joints, could “compete with 
housing which does not generally require such highly specialized 
qualifications. Sometimes, one hears the view that the exporr ol 
construction, associated with Poland’s participation in raw material: 
investments, is somehow unprofitable, inasmuch as the effort is realized o. 
the basis of domestic estimates in the USSR and not according to worid 
prices. It seems that this view is over-simplified. In the first place, 
the right to purchase additional amounts of several important raw water! | 
is difficult to measure when it comes to foreign currency four] 
the second place, resolutions of the economic conference a! 

level envisions from June 1984 that the entire turnover of 

services within tie CEMA should occur according to unitor 

This is the basis for moving away from former practices 
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We sometimes hear the strong statement that deliveries of raw materials a 
energy from the USSR are a kind of backbone of our national economy. I! 
iifficult currency problems associated with the great indebtedness 

to the capitalist countries lead to the fact that today there are : 
practical alternative sources to supply the economy. 


Certain shortcomings in planning for the nation’s requirements ir raw 
materials energy in past years have resulted in the fact that the iapor' 
enerpy from the USSR does not totally cover today the needs of the econ 
This mistake gust not be repeated. For this reason, it is essential tha’ 
additiona! deliveries in future years cover our requirements. The best way 
to ensure tie future is to participate in multi-party agreements concluded 
under the auspices of the Council of Mutual Economic Aid. 


»*) ; 
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CHANGE IN IMPORT PATTERNS WITH WEST, EAST DETAILED 
Warsaw HANDEL ZAGRANICZNY in Polish No 4, Apr 85 pp 23-25, 1 


[Article by Pawel Jagiello: “Geographic Reorientation of Pollet 
1982-1983") 


[Text] Poland's difficult balance of payments situation, the Linite: 
access to credit purchases, especially since 1982, and the restrict! o» 
imposed by certain capitalist countries have made it necessary to limit 
level of imports of many goods essential to the national economy pr 
viously purchased, in whole or in part, in capitalist countries. A pos. 
ibility of rectifying the situation caused by these factors hes be: 
ceived among other things in finding alternative sources of supply of 
modities essential to the economy. 


This process has been classified wnder the heading of ceo: 

tation of imports. The majority of shifts in supply sources bh» 

be directed toward markets in the socialist countries, and espec! 
member countries. Certain possibilities have similarly bees reei 
shifting imports in the direction of the developing countries rh 
reorientation as thus construed should result in significant tocreas 
the share of socialist countries in Polish imports. The discusston 
subject of geographic reorientation of imports have been accompani 
bate in the pages of economic publications(*), not so much over the ad 
visability of the reorientation process as over its feasible scope and - 
possibility of increasing Polish import capabilities as a result of it. 


The National Socioeconomic Plan for the 1983-1985 period includes ‘th 
of increasing the share of the socialist countries in Polish import 
targets assigned of modifying the import source structure have thus | 
been reached (in 1983 and 1984). However, increase in the shar 
socialist countries in Polish imports is not equivalent to findin: 
possibilites for import from these countries. Wor does it allow 4 
nation of the extent to which the slackening of imports of tndividus 
from capitalist countries has been offset by increase in importe f; 





(*)See the article “Export-Import Policy” in the March-April 1982 issue: 
ZYCIE GOSPODARCZE, 17, 20, 26, 42/1982. 
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iallst countries. Only a comparison of the dynamics of purch: ¢s of 

specitic goods on individual markets permits a complete answer to he 

veetion ot the scale of reorientation achieved. A situation in which de- 
cline in deliveries of specific goods from nonsocialist countries is ac- 
compented by increase in deliveries from socialist countries should be re- 
garded as corresponding the most closely to the concept of geographic re- 
orientation of imports (if we disregard the shifting of purchases to mar- 
kets in the developing countries). Changes in the directional structure of 
imports resulting from a different rate of decline in purthases from both 
directions are not tantamount to import reorientation. Increase in pur- 
chase: tay in this case lead to restoration of the previous ‘mport struc- 
ture. At the same time, because of the great variety «i factors determin- 
ing the volume of imports of individual goods, every decline in imports 
from one direction does not necessarily imply supplementation of deliveries 
from other directions. The least accessible from this v'ewpoint, however, 
are imports of subsistence goods; their volume is governed by the local 
production structure and is highly stable over time. 


table 1 shows the goods imported in 1981 from nonso.r,alist countries for 
which the value of imports from the countries in question exceeds | bill- 
ion zlotys. These goods represented 52 percent of the total imports from 
the nonsocialist countries in 1981. Since these goods were not imported 
from both directions, the reorientation potential was relatively the great- 
est in this case and the effects of the reorientation were the most signi- 
ficant to the economy. The reorientation potential was far smaller as re- 
gards goods previously imported from nonsocislist countries (such as wool 
yarn, fodder meal, barley, ofl meal, and ofl cake). The lowest reorien- 
tation potential for this commodity group (22 percent of imports from non- 
socialist countries in 1981) was confirmed by the 1982-1983 results. The 
purchases of these goods in the socialist countries offset only to an in- 
significant extent the decline in imports from the other countries. 


fhe values for the dynamics of imports of individual commodities from both 
‘irections compared in the table do not allow for the reorientation of im- 
porte from the developed to the developing capitalist countries. This re- 
‘riertation direction is of relatively slight importance primarily because 
these imports as well must be paid for in convertible currencies. 


The scale of directional reorientation of imports of individual commodi- 
ties permits assessment of the comparison of indicators made Table |. The 
pace of imports from the socialist countries exceeded that of imports from 
the other countries in the case of 29 of the 45 imported items listed in 
Table 1 for 1982. The differences between these values are statisti- 

cally significant for the majority of the commodities studied. In 26 cases 
they exceed 10 percentage points, and in 12 cases 50 points. The occurr- 
ence of a positive difference (in favor of the socialist countries) be- 
tween the growth indicators is not tantamount to a shift of the import sup- 
ply sources to these countries. Increase in imports from socialist coun- 
tries over the period of observation occurred in the case of 22 of the 29 
‘reso in question. In the remaining 7 cases the positive difference in 
dynamics resulted from the slower rate of decline in imports from the so- 
clalist countries than from the other countries. This group includes such 
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commodities essential to the economy as iron ore, iron and steel products, 
machine tools, and cotton fabrics. The change in the directional struc- 
ture of imports of such products, brought about by the uneven rate of de- 
cline in deliveries from individual directions, cannot be assessed as a 
reorientation trend phenomenon, since the import level drop was caused not 
by a decrease in the demand by the national economy for such goods (with 
the exception of machine tools) but by a shortage of import funds. 


The 22 commodities for which a reorientation tendency was observed in 1982 
may be divided into 2 basic groups. The first group includes products of 
the chemical and wood and paper industries: polyurethanes, synthetic rub- 
ber, synthetic fibers, cleaasers, plastic products, refractory materials, 
roasted magnesite, cellulose, and paper. The scale of increase in in- 
ports from socialist countries was especially large for some products (sya- 
thetic fibers 51.5 percent, cleansers 107.3 percent, refractory materials 
89.7 percent), while the decline in imports from nonsocialist countries was 
relatively small (34.4 percent exclusively in the case of cellulose). In- 
crease in imports from nonsocialist countries as well was recorded for syn- 
thetic rubber and synthetic fibers. Comparison of the variation in imports 
from both directiors, with allowance made for the percentage of imports re- 
presented by individual groups of countries, allows the assessment that the 
decline in imports of all the commodities indicated above from nonsocial- 
ist countries was fully offset by increased imports from socialist coun- 
tries. 


Another essential commodity group exhibiting a trend toward reorientation 
of imports in 1982 was that of agricultural and food products: raw meat, 
hulled rice, edible vegetable fat, tea, tobacco, wheat, coffee beans, cit- 
rus fruits, and sheep's wool. The increases in imports from the socialist 
countries was very high in some cases (a l6-fold growth in the case of 
wool, 5-fold in that of vegetable fat, and 2.5-fold in that of citrus 
fruit), but they failed to offset the declining imports from the other 
countries. The reason for this is the small share of the socialist coun- 
tries in imports of agricultural and food products. Thus, for the products 
fm question the highest figure recorded in 1981 was 37.4 percent for rice 
and 30.8 percent for meat, while the figure was below 0.5 percent for cof- 
fee beans and sheep's wool. 


Other commodity items showing a marked difference in 1982 in the growth 
indexes in favor of the socialist countries as a result of the incr~asing 
imports from this direction were ship's hulls and equipment and cotton and 
wool yarn. In the case of ships hulls and equipment, the reorientation of 
imports was the result of delivery by socialist countries of ship's equip- 
ment previously purchased from capitalist countries. In the case of yarn, 
on the other hand, the 10-fold increase in imports from the socialist coun- 
tries was unable to offset the sharp drop in imports from other countries, 
because of the small share of the socialist countries in cuch imports. 


At the same time, the dynamics of imports from the nonsocialist countries 
exceeded the dynamics of imports from socialist countries in 1982 in the 
case of 16 of the commodities studied. As regards rolling bearings, indus- 
trial metal products, phosphorites and apatites, condensation plastics, and 














natural rubber, the increase in imports from the nonsocialist countries was 
accompanied by a decline in imports from the soctalist countries of con- 
siderable proportions in some instances (24.9 percent for phosphorites and 
apatites and 20.2 percent for plastics) - 


Table 1. Geographic Reorientation of Polish Imports of Basic Commodities, 
1982-1983 (Goods from Capitalist Countries of an Import Value Ex- 
ceeding | Billion Zlotw« in ron) 
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(a) Figures in zlotys at current prices. 


Source: ROCZNIK STATYSTYCZNY HANDLU ZAGRANICZNEGO GUS [STATISTICAL YEAS- 
BOOK OF FOREIGN TRADE, CENTRAL OFFICE OF STATISTICS); author's 
calculations. 

Key: 

l. Itea 24. Synthetic fibers 
2. Share of imports from capi- 25. Industrial chericals 
talist countries in total 26. Paints and varnishes 
imports in 1981, percent 27. Cleansers and coeme: 
3. Import growth index (pre- ducts 
ceding year = 100) 28. Pharmaceutical produ 
4. From capitalist countries 29. Plastic products (a) 
5. From socialist countries 30. Industrial rubbe. and «| 
6. Petroleum products products 
7. Iron ore 31. Roasted magnesite 
8. Rolled products (a) 32. Refractory materials 
9. Steel pipe (a) 33. Cellulose 
10. Rolled sheet metal and sae- 4. Paper and cardboard 
tallurgical products (a) 35. Cotton 
ll. Tin %. Cotton yarn 
12. Roller bearings (a) 37. Cotton fabrics 
13. Industrial metal pro- 38. Knitted products (a) 
ducts (a) 399. Clothing and ente cwes 
14. Metallurgical machinery and fabrics (a) 
equipment (a) 40. Raw meat 
15. Machine tools (a) 41. Animal fat 
16. Automotive bodies and 42. Wulled Rice 
parts (a) 43. Edible vegetable fat 
17. Ship's hulls and equip- “4. Tea 
ment (a) 45. Tobacco 
18. Phosphorites and apatites 46. Abrasive materials and tools 
19. Condensation plastics (a) 47. Wheat 
20. Poiyurethanes (a) 48. Coffee beans 
21. Pesticides (a) 49. Citrus fruite 
22. Natural rubber 50. Sheep's wool 
23. Synthetic rubber 


The persistence of the displacements in the directional structure of in- 
ports in 1982 can be assessed by comparing the 1983 results with those of 
the previous year. The number of items showing a faster pace of ‘lap 

from socialist countries than from other countries dropped to |% In 

while in 15 cases imports from socialist countries increased and in « co 
the level held steady or dropped. Only in the case of 8 commodities (poly 
urethanes, plastic products, roasted magnesite, tea, tobacco, wheat, cof- 
fee beans, and citrus fruits) did the dynamics continue the pattern of the 
preceding period; imports of most of the items in question from the other 
countries increased as well. <A greater increase in favor of the socialist 
countries was also exhibited by some items for which the opposite trend, or 
even a decline in imports from both directions, had been observed during the 
preceding period. These items were industrial metal products, machine 
tools, condensation plastics, natural rubber, and clothing and underwear. 
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At the same time, in 1983 the rate of increase in imports from nonsocirlist 
countries exceeded the rate of growth of deliveries from socialist coun- 
tries in 29 cases; for the majority of items the import dynamics showed 
positive values. There was a considerable increase relative to the pre- 
ceding period in the group of commodities characterized by negative dyna- 
mics of imports from the socialist countries accompanied by positive dy- 
namics of imports from other countries. These commodities include ones 
essential to the national economy such as iron ore, rolled sheet metal and 
metallurgical products, ship's hulls and equipment, pesticides, paints and 
varnishes, cleansers, refractory materials, cotton, and raw meat. For the 
majority of these commodities this marked a reversal of the reorientation 
trends observed the previous year. 


To recapitulate the 1982-1983 results, a group of commodities is to be dis 
tinguished exhibiting a stable trend toward shifting of imports toward 
markets in socialist countries. They are the items already listed: poly- 
urethanes, plastic products, roasted magnesite, edible vegetable fat, tea, 
tobacco, wheat, coffee beans, and citrus fruit. In the case of the first 
three items, the increase in imports from socialist countries assumed pro- 
portions such as to offset the decline in purchases in other countries. As 
regards the remaining items in the agricultural and food article category, 
the additional imports from this direction failed to compensate for the 
declining deliveries from the other direction (but this does not auto- 
matically signify shortages at the national level, especially in the case 
of agricultural and food articles). 


Another important commodity group is made up of items exhibiting a trend 
reversal following emergence of the tendency toward import direction re 
orientation in 1982. They were primarily industrial chemical products and 
wood and paper articles. The incresse in imports of these commoditics suc! 
as occurred in 1962 was incidental or interventive in nature and gives so 
grounds for assuming the possibility of a permanent trend in import direc- 
tion orientation. ⸗ 


A substantial group is represented by the items for which the share of 
imports from socialist countries increased, but only as 4 result of de- 
crease i. “cliverties from nonsocialist countries sccompanied by stabili- 
zation or decline of imports from socialist countries (metallurgical ma 
chinery and equipment, automotive bodies and parts, pharmaceutical pro- 
ducts, paper). The changes in the directional structure of imports may 
prove not to de permanent in the case of these commodities, and increase in 
imports may lead to restoration of the previous structure. A tendency to 
ward reestablishment of the earlier structure was evident even in 198) in 
the case of some commodities (petroleum products, iron ore, rolled sheet 
metal and metallurgical products, cotton and cotton f*brices). 


Lastiy, there is a group of commodities in the case of which decline or 
stabilization of the level of imports from the socialist countries was a 

companied by increase in purchases in other countries. They are both goods 

imported primarily from nonsocialist countries (phosphorites and apatites, 
pesticides) and goods in the case of which markets in the socialist coun ; 
tries predominate (rolled products, rolling bearings). 
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Analysis of the directional breakdown of the import dynamics of individual 
commodities shows that the directional reorientation of Polish imports will 
be a protracted process the results of which, in the form of increase in 
Poland's import potential, wili emerge slowly. The significant growth of 
the socialist countries’ share in Polish imports has been the result pri- 
marily of the sharp decline in purchases primarily of agricuitural and food 
articles in nonsocialist countries; only to a slight extent has this been 
brought about by increased imports from socialist countries. It has proved 
to be a very difficult task to find alternative sources (ones other than 
nonsocialist countries) for procurement of many raw materials and semimanu- 
factures essential to the Polish economy imports of which from these coun- 
tries it has not been possible to maintain at the previous level. The sig- 
nificant directional changes in the imports of certain commodities, es- 
pecially chemical industry products, such as occurred in 1982 were mostly 
checked the following year. 


The two-year period adopted in this analysis is obviously too short to per- 
mit a full assessment of the possibility of directional reorientation of 
imports. Additional information can be provided by data illustrating the 
proportions assumed by imports during subsequent periods. However, we 
cannot expect an abrupt acceleration of changes in he directional struc- 
ture of imports in the next few years. A major obstacle to acceleration of 
the pace of reorientation is represented by the only slight increase in the 
supply of goods exported by socialist countries. This is true above all of 
agricultural and food products, of which the socialist countries are net 
importers, and of raw materials. In addition, many commodities in the im- 
portation of which Poland is interested are items of convertible currency 
export. Considering the complicated payment situation of the socialist 
countries, no shifts are to be expected in export structure in favor of 
socialist countries. Deliveries of the majority of basic raw materials 
were maintained at the level of the previous year in 1983, and in some 
cases (refractory materials, cellulose, paper, cotton) continued to de- 
cline. No increase in imports of the majority of raw materials deter- 
mining the reorientation process will be possible without joint partici- 
pation in investment efforts leading to increase in the production of raw 
materials exportable by the socialist countries, and especially by the 
USSR. There is also only limited potential for increasing procurement of 
high-technology commodities in socialist countries. The main obstacle in 
this case is the highly complementary structure of the economies of the 
socialist countries, so that there are specific differences between what 
other countries offer as exports and what the Polish economy needs. 


Another essential factor limiting the reorientation process is the possi- 
bility of financing increased imports from socialist coun.ries. In view of 
the low potential for trade financing by the socialist countries, provis- 
ion must be made for additional exports of commodities sufficiently attrac- 
tive to trading partners. This cannot take the form of shifting a certain 
portion of exports from nonsocialist markets to socialist countries, since 
the major obstacle to importation of the majority of the commodities from 
these countries is that of Poland's payment capabilities rather than that 
of the availubility of these commodities on the market. 
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The major obstacles, indicated above, which are encountered in the process 
of directional reorientation of imports do not in the least impair the 
tnesis regarding the need for strengthening economic cooperation with the 
socialist countries and increasing the share of this group of countries in 
Polish trade, this including the concept of directional reorientation of 
imports. This is, however, a protracted process the results of which will 
be visible only after prolonged periods of time have passed and the accomp- 
lishment of which will require considerable effort. The success of the im- 
port reorientation process wiil depend above all on coordinated action by 
the socialist countries aimed at increasing the supply of articles in 
which these countries are interested, and on action aimed inward and lead- 
ing to increase in the expurt potential of the Polish economy. 
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15 October 1985 


POLAND 


NOT SUBMITS STRATEGIC ECONOMIC POLICY PLAN FOR REVIEW 
Warsaw PRZEGIAD TECHNICZNY in Polish No 26, 30 Jun 85, No 27, 7 Jul 85 


[No 26, 30 Jun 85 pp 19-20, 29-30] 


[Article by doctor emeritus, Professor Alfred Wislicki] 


[Excerpts] After acquainting itself with the engineering 
prognosis on th: development of technology and the national 
economy through the year 2000, the NOT [Chief Technical 
Organization] Uhnief Council (21 March 1985 session) has 
come to the belief that this represents the goods of the 
entire engineering sector, and in conjunction with this ex- 
presses thanks to all those participating in these activi- 
ties, especially the NOT N-T Committee for Scientific and 
Technical Policy Matters for organizing and coordinating 
such a broad collective task. At the same time, the chief 
council recommended presenting the "General Guiding Prog- 
nosis" as introductory material to the appropriate author- 
ities and organizations, and also publishing it in the 
PRZEGLAD TECHNICZNY and other technical journals. It has 
also recommended that the NOT engineering prognosis repre- 
sent one of the leading topics at the upcoming 2lst Congress 
of Polish Technical Specialists. 


Introduction 


In accordance with the resolutions of the 20th Congress of Polish Technical 
Specialists, the chief administration of the NOT Federation made a decision 
regarding the development of a stance by the scientific-technical community 
concerning the formulation of a technical and national economic policy for the 
next 10-15 years under the agreed upon title of "NOT Engineering Prognosis". 


The engineering prognosis does not lay claim to the parallel development of a 
complex program of scientific-technical and national economic development 
being developed by the Council of Ministers Planning Commission. On the other 
hand, its goal is to bring out those matters which, from the point of view of 
engineers and technical specialists, represent the most pressing issues for 
the development of our country, particularly those problems whose perception 
and clarification will facilitate evaluation as well as the professional and 
social position of engineers and specialists. In this context, the work on 
the NOT Engineering Prognosis fulfills the functions of public consultation. 
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The chief administration has assigned the functions of coordinator of tasks on 
the prognosis to the Committee for Scientific and Technical Policy Matters. 
The work was initiated in the fall of 1983 with the working out of proposals 
and guiding principles, on the basis of which approximately 100 prognostic 
studies (so-called partial prognoses) were formulated and forwarded during 
1984 by 21 NOT associations, 15 committees, and 12 provincial councils. Over- 
all, this represents a collective task by the technical community and the sci- 
entific-technical associations which form the NOT Federation. 


From the partial prognuses that were sent and discussed, a collection entitled 
"An Aggregate Summary of Partial Prognoses," totaling 450 pages was prepared. 

Based on this, proposals formulated in the current “General Guiding Prognosis" 
were worked out. It is necessary, however, to stress that they do not consti- 
tute a simple summing up of the partial prognosis, but rather the development, 
on this basis, of trends of much-needed exchanges in technology and the econ- 

omy, and whose accomplishment is contingent upon the successful development of 
the nation. 


Those interested in detailed data on individual domestic economic departments 
are directed to the collection of partial prognoses. The prognosis presented 
on 21 March 1985 by the NOT chief council has been adopted as the official NOT 
position. 


The Character of the Guiding Prognosis 
General guiding prognosis: 


-- presents directions for sought after long-term changes in the economy, in- 
dustry, and technology, which in the opinion of the authors should be instru- 
mental in extricating the nation from the present crisis and in establishing 
continued socioeconomic development; 


-- establishes as a temporary horizon the next 10-15 year period, leaving be- 
hind current problems as a topic for separate discussion; 


-- assumes that qualification of prospective programs is the domain of the 
Council of Ministers Planning Commission equipped with the appropriate appar- 
atus and information gathering system; and should fulfill the above-mentioned 
currents of change; 


-- presents a future economic model, which in the engineering sector's opinion 
allows for the achievement of basic social goals. 


The work proposais adopted the concept that the prognosis must include the 
principal social goals, and basic means as well as the levels fer fulfillment. 


This system can be treated as being at least tri-axial, wheve vhe main axis 


represents social goals, and the remaining two are measures and levels of ac- 
complishment. 
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Social goals, being primary goals, are those public needs which determine the 
public's attitude toward the authorities, and responsible within the socialist 
order for the totality of the economy (all sectors, whose task it is to sat- 
isfy these demands. Primarily, these include food, housing (including in this 
the entire infrastructure and problems associated with housing, the city and 
residential sector), providing the public with means and technical goods (in 
short, food, housing and the market), environmental protection, and better 
public health. 


The social goals which shape society's attitudes toward the economy also in- 
clude services which ensure the quality of everyday life, as well as the sense 
of security and hope for the future development and a higher standard of liv- 
ing. 


It must be stressed that defining needs in this area is not easy, especially 
with regard to the public and individual increasing demands. 


The higher the standard of living, the more public needs increase simultaneous- 
ly changing their own structure. 


Defining and quantifying social needs in the slowly advancing system concerns 
problems belonging, above all, to the social sciences and issues which cannot 
be carried out solely within the framework of the engineering sector. 


The basic means or instruments for accomplishment of the primary public goals 
(let us call them primary goals) represent large areas of the economy, such 
as agriculture, construction, industry, energy, transportation, division of 
labor in the international system, as well as a wide range of services in lo- 
cal and planning systems. 


Realizable levels (we will call them secondary goals) encompass individual 
branches and even enterprises whose production activity should guarantee the 
fulfillment of goals defined as primary goals. This is the subject of the 
partial prognosis discussed in the introduction. 


The above-mentioned tri-axial system is highly complex. It can be solved 
through the adoption of the principle that "Everything is linked with every- 
thing else," and not only "That one thing is the result of another." There is 
an obvious penetration of all three axes. The primary goals can become second- 
ary and vice versa. This is a highly complex network of interrelated dynamic 
concepts. Solution of the task is made more difficult by the lack of reliable 
information concerning the increasing demands and public goals. 


Work on the entire system can be undertaken by institutes involved in economic 
planning, for example, the Council of Ministers Planning Commission, and not 
social organizations. 


Prognosis 
The Future Model 


The technical-economic model for the next 10 to 15 years may represent the 
basis for strategic economic decisions. It differs from the model in opera- 
tion during the 1970's, which is unsuitable for current requirements. The 
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future model should be interpreted dialectically since ic is based on current 
experiences and predicted changes, and after all the economic situation in the 
nation and in international agreements can be subject to major changes neces- 
sitating modification of the model. 


Construction of and methods for achieving the model are based on the compari- 
son of bordering conditions, these are characteristics of the old model (SM) 
compared with the extreme opposite model (PM), as well as the determination of 
the status of required characteristics for the future model, which should be 
reached in 5 to 8 years and fulfilled in an additional 8 to 10 years. 


A new proposed and much-desired model is based on the fundamental proposal for 
strengthening the socialist economy in the framework of an international divi- 
sion of labor within CEMA, and safeguarding peace in the world. The fundamen- 
tal characteristics of the model are: 


The Area of General Economic Policy 





1.) The assumption in the entire activity of limited yet unexcluded credit 
opportunities and imports from socialist countries together with increased 
cooperation within the CEMA framework, and imports exclusive of the direction 
and dependent on quality of goods and services available. 


2.) Realization that the decreasing worldwide availability of raw materials, 
particularly energy raw materials not only necessitates conservation of mater- 
ials and energy, but also a very advanced restructuring of production projects 
and material availability. 


A need exists for implementation of regulations and establishment of mechan- 
isms which bring about advanced energy, material, and transportation ccnserva- 
tion, an area given little consideration until now. This not only concerns 

the turning off of a certain amount of electricity or temporary restrictions 

on the supply of energy, nor simply a decrease in the necessary allocation of 
materials, etc., but rather far-reaching savings which should result from 
modified use, construction and technology, reconstruction of the residential 
network, and changes in transportation. Besides, these are world-wide problems. 


Due to the fact that the continuation of current energy, material, and trans- 
portation intensive trends can lead to a catastrophic national economic crisis, 
a restructuring of industry is necessary, chiefly the restructuring of heavy 
industry through improved quality of production, limited production of energy 
and material intensive goods (including operation), development of production 
of energy and material conserving goods which satisfy basic public demands. 


These restrictions also apply to the construction sector, both solution on 
technology utilized, as well as to requirement on energy efficiency, operation 
of buildings, and above all heating. Industrial investments must take advan- 
tage of the opportunities for modernization and use of existing facilities. 


3.) Departure from the criteria of subjective profitability of an enterprise 
to criteria of public efficiency, of course leaving subjective efficiency be- 
hind in a specific domain. The regulation of implementation of the above 
criteria and the relevant economic restructuring under conditions of economic 
reform and a planned economy demands careful attention. 
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4.) Modernization and maintenance of capital assets (machinery, buildings, 
etc.) in working order in the period under discussion will constitute a basic 
reason for increased national income, thereby changing the former principle 
prevailing during the period of establishment of the economy, that is the 
principle that the growth of national income will take place, above all, 
through new investments. Of course, this does not exclude new investments 
where they are essential for the accomplishment of restructuring. 


5.) Environmental protection and health care becomes one of the primary goals, 
that is one of the general socioeconomic proposals. As was mentioned earlier, 
the ecological destruction caused by industry and the residential sectors, and 
lack of pollution controls causes water, air, and forest pollution, affects 
public health, and has an adverse effect on material production. Noncompli- 
ance or ignorance of ergonomics and work safety and hygiene standards causes 
excessive accident rates. The public is becoming more and more cognizant of 
environmental prcblems. Therefore, recognition of environmental protection, 
the ecological domain and health concerns should be recognized as a basis tech- 
nical and economic requirement, and not as an additional “protective activity". 
This necessitates the establishment of appropriate and perceptible economic- 
legal mechanisms for industry. 


In The Area of Guidance of Industry 


1.) Base development on selectively chosen jointly organized future industrial 
sectors and products, and not on privileged enterprises. These should be man- 
ufacturing industries, which will be competitive on the future world market and 
also ones which will contribute true technical and useful achievements to the 
nation. These should represent goods which are technically and economically 
highly efficient. Joint organization of industries denotes the establishment 
of a national cooperative effort which takes the effects of “scale” into con- 
sideration. 


2.) The volume and assortment of production, as well as delivery terms should 
be adapted to the investor's needs and uses (including industries which use 
these goods) and his modernization and overhaul activities, and not for the 
producer's needs. This indicates a departure from gargantuan production to 
large, medium, small-scale, or even individual production, inasmuch as there is 
demand (for example, machinery and equipment necessary for initiation or reno- 
vation of the production line, etc.). This is directly associated with the 
development of medium-scale and small-scale enterprises which constitute an 
essential link between industry and the economy. 


3.) Volume-oriented policy which has a clearly negative influence on the qual- 
ity and assortment should transform itself into a volume and quality oriented 
policy based on the system of economic indicators. The inferior product or 
service should not be recognized as being produced in volume or even treated 
as lowering export possibilities and having a negative effect on the public's 
attiutde toward industry. 
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In The Area of Technical Policy 


1.) It is considered necessary to establish conditions which will stimulate 
and develop permeability and absorption of technological progress and scien- 
tific achievements through industry, construction, transportation, etc. in 
order to apply them in production. This does not mean that in certain cases 
it is necessary to crush technological progress. The absorption of technical 
progress will result from increased levels of production and socioprofessional 
activation of engineering and technical personnel, as well as that of the sci- 
entific world. 


2.) Technical policy should attempt to get away from conventional methods of 
processing technology, tooling, and mechanization and proceed to implement 
modern methods in metallurgy, foundry work, metalworking (non-machining meth- 
ods and plastic forming), mechanization of non-mechanized, but extremely labor 
intensive work, toward greater automation and robotization. 


3.) In new solutions, one must depend equally upon one's own technical ideas 
and cooperation within CEMA, as well as on licenses. In the case of licenses 
it is necessary to require domestic post-licensing work. Only then will the 
technical labor force become creative. 


4.) The national technical policy should prompt systemic socio-technical treat- 
ment of the effects of production, realizing that the geal of production and 
technology is not only a technical task but, above all, a socio-technical sys- 
tem established on the basis of products of technology. fhis changes the al- 
most universal current principle of interest in technically developed products 
to one use in developed countries, and of interest in work results, applica- 
tion and operation of the product by the end-user. 


Regarding Maintenance of Capital Assets and Liquidation of the So-called Short- 
age of Overhaul Capabilities. 


1.) Recognize modernization and maintenance of national assets, namely capital 
assets such as machinery, equipment, transportation vehicles, and telecommuni- 
cations facilities, buildings, and construction as a task equal to production 
and service work, considering that until now treatment of this issue has caused 
a catastrophic situation in machinery, housing, and the municipal economy. 


2.) It is necessary to undertake the establishment of mechanisms which will 
prompt the development of production of spare parts, operating equipment, diag- 
nostic equipment, and even ordinary maintenance equipment, for the accomplish- 
ment of priority tasks such as the operation and maintenance of capital assets 
in working order. 








This means directing the attention of the manufacturers equally to production 
of machinery and equipment, as well as to the manufacture of components and 
Spare parts. We must add that the size of production of spare parts and com- 
ponents (even engines) should be dependent on the number of similar machinery 
in operation in the national economy and in countries to which we export, and 
not on the size of current production. This is linked with the issue of ser- 
vicing. 
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[No 27, 7 Jul 85 pp 13-14, 19] 


[Text] 2. Development of Crucial Branches of the Economy and General Technical 
Activity 


The sequence of national economic development under the conventional system 
should be based on the development of the extractive and processing industries, 
means of production industries, construction, transportation, and food indus- 

“ try, as well as mass consumption goods. 


The current situation presents the advisability for distinct treatment of prog- 
nosis directions through selected sectors of the national economy and permit- 
ting rapid extrication from the crisis. The remaining sectors of the economy 
should participate in the accomplishment of the tasks of these crucial branch- 
es. Such a presentation of the problem is possible thanks to the possession 
of: 


— a significant production potential, accumulated in the nation over the past 
40 years, although largely consisting of disinvestment and unreliable; 


— a capability to reorient production through implementation of apjropriate 
self-regulating and guiding mechanisms; 


-- a large production and technical staff, educated in previous years, and 
whose employment and effectiveness is largely dependent on local policy. 


Limited resources compel a selective development of primary goals over the next 
5 to 10 years, that is groups of large production enterprises which personally 
carry out the primary public goals and decide upon continued work on other 
equally important sectors of the economy. At the same time, it would be advis- 
able to be concerned with the development of the remaining sectors of industry 
and the economy, specifically, light industry. 


2.1 National Economy Sectors 


One sees the expediency and soundness of the development of the following pro- 
duction sectors: 


Agriculture-Food Economy Sector: This includes forestry which through appro- 
priate organization and equipment can proceed to independently feed the entire 
nation and dispose of surpluses through exports, but only after overcoming the 
current processing, water, and economic barriers. Its future development rep- 
resents an effort on the part of the following industries: agriculture, chem- 
ical, machine, electric, energy, construction, land reclamation, forestry, 
transportation, geodesy, and land management, as well as others which are ob- 
ligated to carry out tasks resulting from the demands of the agriculture and 
food economy sector. 


Construction and National Construction Materials Management Sector: Construc- 


tion in the broadest sense denotes reconstruction of man's whole existence, 
industry, *he nation's housing sectors, and simply the national economy. The 
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current fulfiliment of tasks related to housing needs, as well as to agricul- 
ture, the market, and transportation industries, etc., is dependent upon the 
results of the construction and construction materials industries, assembly 
industry and the equipping of facilities. This is integrally associated with 
the construction materials industry, operation and repair of buidlings, hous- 
ing, roads, municipal and public works (energy, water supplies, sewage, etc.). 
The improvement of this important subsystem of the national economy, not only 
construction, constitutes one of the chief tasks, and its analysis indicates 
the inadequate development of the assistant industries. 


Energy and Fuel Sector in Energy Conservation: The nation's energy consti- 
tutes the basis for production and operation of capital assets, as well as 
the living standard which can be the decisive factor in the public's existence. 


In general, it is necessary to determine that on the current level, each frac- 
tion of a percent saved or the increased production of energy is of great im- 
portance for the entire economy. Particularly, with respect to the achieve- 
ment of maximum bituminous coal extraction, as well as difficulties and ex- 
pense involved in fuel imports. 


In addition to the construction of nuclear power plants we realize the advis- 
ability of maximum utilization of wind and water energy. 


in the area of conservation, this concerns savings for use and transfer of 
energy, initiation of energy-conserving technology, changes in insulation of 
buildings, and heating systems, introduction of more efficient internal com- 
bustion engines (both through modernization of automobiles and their engines). 
This represents a nationwide issue and not just an energy issue. During the 
next 10 years, industry and living conditions will be limited by energy avail- 
ability. 


Electronics Sector: Electronics represents a future field which will decide 
on the ability to fulfill the prospects for technology, methods of utiliza- 
tion and planning, fuel conservation, new institutional methods of management, 
an improved level of scientific and medical work bringing it to a suitably 
high level, and rectifying public needs, not to mention the national defense. 
Electronics equipment is becoming universally needed, and tte need will be so 
great that we cannot depend solely on imports. Specifically, imports can make 
production and operations as well as life in the nation dependent on the good 
will of the foreign manufacturer (which can cause results similar to those 
occurring now, specifically restrictions and lack of hard currency). There- 
fore, intensive and even risky electronics development will decide on the na- 
tion's readiness to be in the ranks of those ready to accept the new gradually 
advancing scientific and technical revolution, and therefore the future. 


Transportation and Communications Sector: Transportation and communications 
constitute the nerve center of the entire economy and society, in quantity 
(with reference to the number of services) as well as in quality, they cannot 
catch with the nation's demands, specifically those of the people and the 
economy. Therefore, this creates a bottleneck in the present and in the pros- 
pective future. The results of transportation work and services, as we’) as 
those of communications are dependent on the machine, electronics, chemical, 
and construction industries, trade, and above all on the land use management 
of the nation. 
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Chemical Sector: Large-scale chemical industry as well as small-scale indus- 
try lags excessively behind demand due to the primary and strategic socioecon- 
omic goals, as well as the developmental needs of industry. This chiefly con- 
cerns the following trades and industries: artificial fertilizers, pesticides 
(two-thirds of the pesticides are imported from socialist nations), fodder 
additives, pharmaceuticals industry, synthetic materials, including construc- 
tion materials, paints and lacquers (40-50 percent of the paints and lacquers 
are imported), rubber and tire industry, petrochemical and refinery industry, 
inorganic and chemical equipment industries, and household chemicals industry. 


Consequently, in the future model for Polish socioeconomic development until 
the year 2000, the coefficient for accelerated chemical industry development 
should be established at 2.0. This also includes petrochemicals, coking plants, 
and other areas. This is a condition on whose fulfillment the reality of the 
proposed model of national development over the next 15 years depends upon, 

so that raw materials and materials (chiefly manufactured by the chemical in- 
dustry) will not create a barrier making it impossible for future gradual but 
systematic socioeconomic development of the nation. 


The guarantee for fulfillment which surpasses development of the chemical in- 
dustry, together with er-sironmental protection, presents a strategic problem 
and a condition for carrying out the proposed Polish socioeconomic development 
model. At the same time, it is necessary to take into consideration small- 
scale production which is indispensable for industry and individual consumers. 


Electromachinery Industries Sector: The quantity and quality level of the 
following incustries: machine, metallurgy, and electrotechnical arouses numer- 
ous, justifiable reservations in industry (stressed in the present study) both 
from the public as well as among foreign clients. The inadequate state and 
level of precision, micro, and highly specialized industries is particularly 
acute. The improvement of this industry essential for other industries (means 
of production industries) will be accomplished through: 





— mechanization and automation, flexible production systems, automation of 
goods and processes: 


— normalization, classification, and standardization of parts, subassemblies, 
assemblies and goods, as well as their production for diverse uses by cus- 
tomers, introduction of new materials and energy-saving goods and production 
technologies, improved quality, durability, reliability, and other production 
qualities; 


— increased application of synthetic materials; 


— improvement in organization of production and management, as well as devel- 
opment of small-scale industry, as an indispensable partner and member with 
large-scale industry; 


— development of selected industries and trades, which stipulates che cverall 
technical progress and national economic development, material, energy and fuel 
conservation, improved food situation and living standards, increased exports 
of machinery, equipment, and complete industrial facilities. 
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In the area of technical development, it is necessary to stress the sore inten- 
sive development of such technologies as: casting, sintering, plastic forming, 
erosion, laser treatment, and development of higher quality materiais, especi- 
ally the outer surfaces through heat and chemical treatment, as well as ion 
treatment. 


The electromachinery industry, by supplying the means of production for the 
entire national economy, is itself also dependent in large measure on other 
basic industries, above all, on the metallurgical and chemical industries. 


The electromachinery industry expects highly-processed goods, necessary for 
the production of modern machinery and equipment. It presupposes an improve- 
ment in quality, as well as a suitable increase in the assortment of grades, 
types, and dimensions of metallurgical materials. High quality and special 
tool steel are particularly needed. 


The following is needed from the chemical industry: construction types of syn- 
thetic materials substituting for precious metals and alloys, phenol glues, 
polyvinyl and epoxy, silicone lacquers, enamels, frontal and electrographite 
gaskets. 


Future predictions include fundamental changes in the structure of industry 
and the supply of electrotechnical and electronic articles, and parts, subas- 
semblies, and components for machinery. 


Environmental Protection, Protection of Capital Assets and Users - Crucial 
National Economic Sectors 


The safeguarding of the basic national wealth and potential is synonymous with 
the primary goals and constitutes a crucial national economic field. It encom 
passes all technical work in all trades and sectors of the economy, from pro- 
duction, use, housing and municipal economy up to land use management. 


Environmental Protection of Man and Nature: The pollution of the environment-- 
air, water, the oceans, and especially the forests, the one reservoir of re- 
generative raw materials is nearing a state of environmental catastrophy. The 
state of destruction of the earth is much greater than is often assumed (the 
annual decline in arable land averages 40,000 hectares). The recycling of 
wastes is definitely inadequate. Noise pollution in the large factories re- 
peztedly exceeds allowable standards. Water, especially clean water is becom 
ing a scarce commodity. The elimination of these phenomena represents a na- 
tional problem and must h« carried out by all sectors of the economy, both 
through appropriate changes in technology, as in the construction and modern- 
ization of the necessary equipment by the agricultural, chemical, construction, 
and machinery industries, etc. Environmental protection in the workplace, in 
the steel mills, foundries, mines, and dusty, noisy and poorly ventilated halls 
must also be included. 
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Over 3 million workers are exposed to harmful and difficult working conditions, 
and the number of work-related illnesses and accidents related to this is on 
the increase. The public's disinclination to work under such conditions is 
also increasing, thereby causing problems in production, industry, and construc- 
tion. 


Necessary for an improvement in the situation is the simultaneous strengthen- 
ing of the system of supervision and widespread testimony to carry out require- 
ments of work safety and ergonomics through technical equipment and enterprises, 
as well as through the establishment of sechanisms of economic interest to the 
enterprises in the creation of suitable working conditions, as well as environ- 
mental protection. 


This is a very important task both because of health concerns for vorkers, as 
well as socioeconomic concerns. Protection and consequently the upkeep and 
modernization of capital assets for industry and the nation, and therefore, 
repair and preservation work in the entire national ecoaomy should become a 
fundamental task for industry and technology. This concerns not only the up- 
keep of the existing state, but also activity directed at modernizing factor- 
ies, buildings, the transportation network, etc. 


This work is directly dependent upon the manufacturers of machinery and equip- 
ment, upon construction and municipal services. This calls for appropriate 
twechanisms acting both for the user (which also includes industry) as well as 
the producers (which also includes industry, construction, etc.). 


This is related to the problem of corrosion which currently consumes 2.5 to 3 
percent of the national income, while an expenditure of 1 zloty for anticorro- 
sion decreases material losses by 5 zlotys, not to mention others, for example, 
the need to tear up walls in apartments in order to replace central heating 
and plumbing pipes. This is a serious matter of a national character which 
necessitates solutions within the frame: ork of future aijustments. 


We can add that currently, 40 to 50 percent of the paints and lacquers are in- 
ported, and use of paints and lacquers in Poland is two to three times lower 
than in the West. 


Consumer protection from poor quality goods constitutes a social and production 
problem. Inferior quality domestic production causes losses which are outside 
the manufacturer's range and therefore outside his economic concerns. 


Poor quality goods hurt the consumer and users thereby resulting in great ex- 
penses for operations, increased use and waste of raw mateirals and materials 
for the cooperating industries, as well as making export difficult (and at 
times impossible). Therefore, the problem requires work of a future-oriented 
nature. 


Technical Personnel 


The desirable development of technical, production, and operation tasks, es- 
pecially that discussed in sections 4 and 5 is dependent on the competence of 
the technical personnel and to their adaptability to anticipated deuands. 
This necessitates work in the area of scientific-technical and educational 
organization. 
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Public activity should reinforce among the technical personnel the work ethic, 
strengthening the innovative attitude for the accomplishment of tasks, and 
seek optimum technical and organizational solutions. This task is obligatory 
for the entire technical public and particularly the Scientific-Technical 
Association which forms the NOT Federation. 


Education and personnel will in 10 to 15 years constitute the nucleus of pro- 
duction, technical, and scientific work, and in large measure represent the 
future students of technical studies. Therefore, it is now believed essential 
to take into consideration in our studies, the already di«~assecd future issues. 
It is necessary to expand continued education, through successive diverse in- 
stitutional improved, ad~,ted, and specialized organization, and afterward 
deal with the improvement necessary for continued scientific and technical pro- 
gress and issues for future development. 


This is an indispensable condition for success. 
A Decline in Technology Lag — Scien:ific Research 


A basic factor in allowing the accomplishment of technical advancement and 
economic development is innovative engineering work and efforts of production 
organizations utilizing the knowledge and experience gained from science. 


Scientific work is an indispensable component of all formerly described devel- 
opment statements. They shculd surpass technical work, linking it with its 
own subject matter, but even avant-garde technical activity necessitates the 
broadening of the field of knowledge and inspires innovative research. In 
this respect, the following is distinguished. 


The Developmental Base: Conetitutes the sc’ontific research base for the ful- 
fillment of technical, technological, and organizational progress of individ- 
ual fields of the economy, as well as control of new fields. It is well-known 
that in those world economies which are technically advanced, the technologies 
are already far «dvanced and revolutionizing former methods cf management, 
production, and operation. Our economy will have to keep pace with this if 

we are to avoid de.lining to the level of the underdeveloped nations. 








Exclusive of the demands for a suitable direction for research and increased 
levels of general expenditures for education, it is already necessary to do 
everything possible to rationaily utilize the availabie scientific research 
results which would be useful for practical purposes. In some cases these 
activities do not even require investment expenditures. 


Basic and Advanced Research: The undertaking of scientific work designed to 
prepare the economy, industry, and service industries will be indispensable 
for predicting changes, and will find itself past the current range of inter- 
ests of individual enterprises, in the present market situation, and the econ- 
omic system. These should be tasks undertaken with central funds. 
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The following belong to indispensable directions for basic research: 


~- advanced materials technology, and thus engineering and materials chemistry 
which should be indicative of new methods of metalworking, as well as examine 
opportunities and achievement of introduction of production of new highly tech- 
nically advanced and useful materials, for example, steel which is twofold 
higher in quality, plastics, and composite materials which are superior to 
present construction materials, etc.; 


-- new concepts and solutions from the future generation of electronics enable 
the accomplishment of tasks which the next stage of the technical revolution 
or the scientific technical revolution is currently bringing. 


Biotechnics: Specifically this concerns biotechnology with reference to the 
economy and to industry, especially chemical, food, and pharmaceutical indus- 
tries, and environmental protection. It integrates many biological and engi- 
neering sciences with the technical goal of utilizing microbial and tissue 
cultures. Even today it is evident that this has an important future and can 
replace many other chemical and mechanical methods, thereby resulting in bet- 
ter production results. At this moment in the nation, we have the beginnings 
of work in this area, and undoubtedly it will be widely applied in the future 
scientific an? technical revolution. 


Many scientific topics of a forthcoming nature, such as methods for the trans- 
fer and storage of energy, and many chemical technologies, etc. are included. 
In addition, much scientific work in non-technical fields such as sociology, 
economics, medicine, and others represents an element of the scientific-tech- 
nical revolution. 


It is necessary to add and emphasize that all such scientific work carries 
with it a certain amount of financial risk, since it is impossible to foresee 
any positive results immediately. Therefore, financing must take serious risk 
into consideration. 


Concluding Results 


The current guiding prognosis presents the proposed model and selected direc- 
tions for action. Trade prognoses and diagnoses are included in a separate 
collection. 


In the authors’ opinions, the proposed model and directions broaden the scope 
of the current discussions on Poland's socioeconomic crisis and methods for 
resolving the existing situation which concentrates almost exclusively on the 
modernization of the system of operation of the economy. We omitted, besides 
the numerous accidents, the problems in changes in strategy of continued na- 
tional economic development. 


The prognosis presented the position of the proposal on strategic premises for 


economic development over the next 10 to 15 years and it appears that all other 
mechanisms should be adapted to the adopted strategy. 
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The authors realize that under the current situation it is difficult tc pre- 
dict a complete turnaround in the outlined program. This will be a contin- 
uous process. Undertaking of aud respect for decisions undertaken in order to 
accomplish a turnaround and systematic implementation of the proposed and 
accepted model is, however, feasible and strategically justified. A suitably 
sensitive and advanced mechanism which assesses all decisions and economic 
activities should ensure that the model is realized, in order to adopt ali the 
decisions ahead of time to the demands of the much-desired model. Taking such 
a decision has simultaneously vital psychological meaning for society, especi- 
ally for the engineering sector which because of its very nature is disposed 
to undertake future-oriented tasks. The readable, approved, and ambitious 
assignments represezit a decidedly mobilizing force. 


*The internal issues concerning individual trades and branches of industry were 
discussed and disseminated in the NOT Chief Council sessions in Lodz on 19-20 
October 1984. 
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POLAND 


REFORM OFFICIAL CALLS FOR INCREASED CENTRALIZATION 





Warsaw ZYCIE WARSZAWY in Polish 3, 4 Aug 85 p 3 


[Interview with Professor Alojzy Melich, chairman of the intercommittee 
group for economic reform, by Henryk Chadzynski; date and place not 
specified] 


[Excerpts][Question] If today from a certain perspective you were to 
evaluate the road covered, would you be able to unequivocally indicate what 
has been realized? 


[Answer] I think that the basic packet of statutes concerning the reform 
make up a concept that has been verified by time and a framework for further 
improvement of the system of the functioning of the economy. I would make a 
distinction between the system assumptions, which also ought to be improved, 
and the practice. After all the practice often departs to a considerable 
degree from the assumptions. I think, therefore, that further progress is 
necessary in the mechanisms themselves, but without disturbing the principal 
rules of the reform, and in the practice above all, in order for the statute 
framework to be filled with living contents. 


[Question] Even though at the moment of the undertaking of the reform in the 
first period of its initiation, society indicated a great interert in it, 
but also often excessive illusions for quick improvements, and even 
presently under the influence of a long period of disorders and also the 
economic situation, one can observe signs of discouragement or at least a 
weakening of interest in the reform. Will the consistency and willfulness 
of the reforming passion of the parliament not be weakened by this 
situation? 


[Answer] Not everything that happens in our economy should be attributed to 
the reform. I have in mind here both the positive and the negative. The 
reform has already begun to have an influence on economic life, but I think 
it would be an exaggeration to lay all the responsibility on the reforn. 
After all we have not been too consistent in introducing its rules into the 
economy. This is especially obvious in such areas as construction and 
trade, and in others, where under the influence of the so-called branch 
characteristics, the reforms general rules were warped. It is necessary to 
be aware that the organization of economic leadership of both the central 
authorities and specific branches and associations has not changed in a 
fundamental way. The Sejm must see in this matter the long term interests 
of the country and not succumb to transitory tendencies and passing moods. 
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[Question] What matters do you consider most pressing? 


[Answer] I have mentioned already the necessity for a new organization of 
economic leadership. After this, in order for the reform to be successful, 
this reorganization together with that of the central administration need to 
be carried out. Departments are presently both the subject and object of 
changes. They are to change themselves. This is not possible, however, 
because nobody is capable of either eliminating or completely transforming 
himself. The Sejm has also received a bill concerning the new organization 
of the Council of Ministers, but even its authors have recognized it as 
premature and have withdrawn it. Therefore the matter of the reconstruction 
of the organization of the economy is still open. I am emphasizing the 
necessity of creating a completely new central authority for directing the 
economy so much because I maintain that this is a key matter. This is not 
only a matter of instrumentation and methods but also of the ability of 
resisting sectional tendencies of departments, associations, or branch 
groups. Many associations have already begun to look more and more like 
former unions. We are also stating that branch departments ought to be an 
organ of the government and not feel a shared responsibility for the results 
of subordinate units, although practice presently forces them to do so. 


[Question] You are speaking about branch departments but does not a certain 
incoherence also result from the unsynchronized activity of functionary 
organs? 


[Answer] That is why I am emphasizing the necessity of creating a strong 
economic central authority. The Planning Committee makes a plan, and 
someone else is involved with the mechanisms that are to favor its 
realization. The Ministry of Finance is involved with economic parameters, 
while someone else determines the rules for administrating the means of 
financing. In sum, this activity is divided among various institutions that 
do not always have cohesive conceptions and activities. 





[Question] To which system matters would you like to point to as ones that 
are fundamental for the functioning of the economy and require basic 
changes? 


[Answer] Actually there are three basic elements which determine the 
character and efficient functioning of the economy. I have in mind the 
establishment of prices, tax-finance policy, and also motivation policy. 





[Question] Let us begin then with prices. What do you see as their 
weakness? 


[Answer] First of all treating them as an element for restoring balance but 
forgetting about their other functions, which are unusually important, 
especially motivation. The fundamental element in restoring balance must be 
the stimulation of production. Prices serve this to a small degree. 
However, the most important drawback of prices at present is their cost 
formula. Such a mechanical reckoning of profit in a certain proportion to 
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incurred costs is contrary to the rules of the reform. It causes the 
raising of costs and not the lowering of costs. Profit that comes about in 
this way is empty profit because real value does not stand behind it. 


[Question] What do you have against the finance system? 


[Answer] This, that it works as if it were independent of the economic. 
system. Finances are first of all fill a fiscal-distributory role and not a 
stimulatory one; they do not stimulate economic progress. By introducing a 
policy that was too liberal, the threat of deforming the system arose. 
Evidence of this is the unprecedented development of subsidies, which have 
achieved a monstrous size, exceeding in the space of half a year well beyond 
a billion zloty. A number of tax reliefs are granted not on the basis of 
objective criteria but by auction. If we add to this the ineffective credit 
system and the growing overhang of inflation, we must come to the conclusion 
that the present finance policy has an influence on economic life that is 
either incomplete or improper. 


[Question] You indicated that the motivational policy was the third weak 
link? 


[Answer] I think that it is the weakest link. Motivation ought to influence 
the whole economy and create an economic pressure for enterprise and 
crews--the pressure for saving factors of work. In the meantime, however, 
instead of this we observe constant battles for better pay accounts and for 
raises. Salaries are not strictly connected with the expenditure of work 
and its effectiveness. These three elements, that is, prices, finances, and 
salaries cannot be viewed separately. They must work cohesively in order 
for the interest in the effectiveness of the economy to rise. The lack of 
this cohesiveness is the most serious accusation that needs to be made. In 
particular, the costs of production have not become a category influencing 
the whole of economic life. This is a very important matter and it should 
be found at the center of the attention of directors and whole crews and 
this has to be forced by economic pressure. As long as profit remains an 
empty category and as long as it will be possible to achieve it through 
increasing prices and stock manipulation, the reform will not fulfill its 
basic purpose to force the improvement of the efficiency of the economy. 


[Question] What then in your opinion is most important for the future Sejm 
in economic matters? 


[Answer] The Sejm ought to fulfill more and more a supreme function over the 
economy and to control further consistent introduction of the reform. I 
have in mind those areas about which I spoke: the necessity of improving 
tools, instruments and methods, but at the same time greater consistency in 
putting into practice the accepted rules. Those in control must be aware 
that we have no other way out. It is necessary to remember in regard to 
this that the reform is not art for art’s sake but that its aim is the very 
improvement of the efficiency of the economy and the use of the deep 
reserves. Up to now, reserves have been used very shallowly and we have not 
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reached to the deeper layers yet. It is necessary then to perfect methods 
in order to interest people and all crews in the lowering of costs. This 
will not be achieved by appeals. Only strong motivation can be effective 
and at the same time gain an ever wider social base for the reform. It is 
necessary for the future Sejm to remember this when dealing with economic 
matters. 
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POLISH-BRITISH MINING COOPERATION 





Warsaw ZYCIE WARSZAWY in Polish 13 Sep 85 p 2 


{Text] The Mining and Energy Minister, General Czeslaw Piotrowski, received 
yesterday the British ambassador to Poland, John A. L. Morgan. Against the 
background of the present status and prospects of mining and energy indus- 
tries in their countri*s, the two discussed cooperation between these indus- 
tries now and in the future. 


Particular attention was given to the fact that Polish and British companies 
seek cooperation in the manufacture of automatic equipment and extraction 
machinery, especially for work on very deep deposits. 


Possibilities for this kind of cooperation were presented at the Simex-85 
fair, where Polisy and British manufacturers showed a joint appliance for 
working coalfaces composed of a heading machine made by Anderson Strathclyde 
and a Polish-made mechanical prop structure and a conveyor. 


They also discussed the possible renewal of a barter agreement on scientific 
and technical cooperation in energy which was concluded with Britain's Elec- 
tricity Council in 1980. 
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POLAND 


EXPORT GOALS, DEBT REPAYMENT VIEWED PESSIMISTICALLY 
Warsaw RYNKI ZAGRANICZNE in Piilish No 104, 29 Aug 85 p 8 
[Article by Tadeusz Bartoszewicz] 


[Excerpts] Although the variants of the concept of the National Socio- 
Economic Plan for 1986-1990, submitted for public consultation several 
months ago, drew much criticism from various quarters, everybody agreed that 
the growth-rate of national income in coming years will primarily depend on 
the economy's import potential. 


Dependence on Imports 


According to Planning Commission computations, in order to attain the growth- 
rate of national income as provided for in Sejm-adopted Variant II, imports 
should be increasing at a pace faster by the factor of 1.4, which translates 
into an average annual imports growth of at least 4.9 percent. 


This assumption means an increase in the ratio of imports to national income, 
which gave rise to some recgervat‘ons expressed in the course of public con- 
sultation. Questions were then asked whether the trend was indeed a neces- 
sity-—-echoing the propagandistic simplifications of 1981-1982, when it was 
sometimes pointed to our allegedly excessive external dependence as the root 
cause of the crisis. lopefully, autarchic sentiments are now a matter of the 


past. 


The growth of imports is a necessary condition for recovery from the crisis. 
Naturally, it may be discussed whether the Planning Commission assumption is 
correct--it is sometimes claimed that [the growth-rate of imports] will have 
to be higher, especially in the "start-up" period--but the trend as such is 
undisputable. 


Higher Exports 


According to Variant II assumptions, the average annual growth-rate of ex- 
ports in 1986-1990 should be higher than that of imports by 1.2 point. The 
6.1 percent pace is an ambitious target, especially as regards sales in hard- 
currency markets. 
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As nothing suggests an improvement ian the pattern of export prizes, this 
figure means a real growth-rate, at constant prices. 


It is very important that in view of the limited potential of mining indus- 
tries, foreign sales of basic raw materials will not grow by more than 1-2 
percent a year--and even these minimal increments are sometimes put in doubt. 
Manufacturing industries are not incliued to economize on the use of raw 
materials and energy, and the conflict between domestic and export requise- 
mencs is on the rise. 


It is true that the Planning Commission envisages a 6-10 percent fall in the 
material-resources input in production, but in condition of disinvestment this 
target may prove very difficult to achieve. It will be still more difficult 
to attain the planned reduction of energy input in production by 8-12 per- 
cent. What we are witnessing for the time being is precisely the opposite. 
But it is beyond doubt that the energy consumption in the economy is much too 
high compared to the obtained production effects. 


When no major increase can be expected in raw materials and fuels, the attain- 
ment of the planned targets will be possible only owing to increased exports 
of manufactured goods and food and farm produce. As far as the latter group 
is concerned, a relatively high rate of growth is feasible. Agriculture, 
after all, is getting out of the crisis much more rapidly than other sectors 
of the economy. But there is no guarantee of good weather in the years 

ahead, and with the low level of production techniques, high fluctuations in 
farm output are not inconceivable. 


But the design of the plan is based primarily on the growth of processing and 
manufactured exports--mainly from the engineering and chemical industries-—- 
expected at 11-15 percent a year, on average. 


Is this a realistic target? The answer, it seems, should be in the negative, 
even if it is recalled that here /in contrast to food and farm products/ the 
bulk of exports growth should be generated in trade with nonconvertible pay- 
ments zone. Still worse, the Planning Commission document does not specify 
which new products are supposed to lead our export offensive. 


Debt Servicing 


The reason why the draft plan calls for a higher growth of exports compared 
to imports is obvious. We simply have to reduce the disproportions between 
foreign sales and purchases in relations with both payments zones. 


In relations with the convertible payments zone the provisions of agreements 
with commercial banks and Paris Club creditors obligate us to obtain the trade 
surplus of the order of $3 billion by 1990. In trade with nonconvertible pay- 
ments zone, the trade deficit--now very high--should be eliminated by 1988. 


In the light of these external determinants, the growth-rate of exports 
planned in Variant II of the Planning Commission concept is too low. At such 
a rate, we would stand a chance of meeting our payments obligations only 
with favorable terms of trade, which nothing seems to suggest at present. 
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So there is an obvious discrepancy between our payments obligations and the 
planned supply of exportable goods. This was pointed out at in the forum of 
the Sejm Commission for international economic cooperation and the maritime 
economy. Ir the commission's opinion, the average annual 7 percent growth 
rate, proviced for in Variant III, should be adopted as the minimum export 
target. 


According to many experts, even this pace--considered to be excessively high-- 
would not guarantee that our foreign payments obligations will be met in full. 
Such a guarantee would be offered only by an average anaual growth-rate of 
exports of the order of 9-10 percent. 


So it i> assumed in advance in the plan that we will not afford to simultane- 
ously hilt the process of debt growth in relations with both payment zones. 
In this situation, and given our inability to increase the supply of export- 
able goods at a higher pace, we should make a choice whether to focus on 
preventing the convert:ible debt from growing, or perhaps to seek the re- 
duction of trade deficit with the USSR. 


Room for Maneuver 


In the light of plan assumptions, the available room for maneuver is very 

limited. This is primarily the result of socio-political considerations, 

necessitating the protection of domestic consumption, but it should not be 
taken to mean that any maneuver is impossible. 


It seems, for example, that despite the adoption by the Sejm of Variant II 
as the basis for the future plan, the foreign trade targets should be set 
on the basis of Variant III of the Planning Commission document. Such a 
shift would fall into the formula of “corrections,” to be introduced on the 
strength of Sejm resolutions. 


It is essential that corrections should be made in respect to the growth of 
imports as well as exports. It would be absolutely unrealistic to expect an 
acceleration in the latter without increasing the potential for the former. 
More than that, in the first two years of the quinquennium, the growth-rate 
of imports will very likely have to run at a higher than planned level, so 
as to help prepare the economy for an increased export effort in later years. 





CSO: 2020/3 
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GASLINE PROGRESS REPORT 
Warsaw TRYBUNA LUDU in Polish 9 Aug 85 pp 1, 5 
[Article by (mik): “Steel Thread Ever Closer to Finish Line”) 


[Text] The construction of the Kobryn-Brzesc-Warszawa gasline continues. 

In July a rather small, 400-man crew of construction workers led by Engineer 
Zdizislaw Walenciuk of Zabrze Gasline Construction laid ready for use 18 
kilometers of 700 mm diameter pipe. This is up to now a record result for 
one month. 


The Kobryn-Brzesc-Warszawa gasline, which will contribute to improving the 
country’s tight balance of natural gas supply, one of the basic raw 
materials and conveyors of energy, should be turned over for use by the end 
of the year. The calendar indicates that the investment has entered a 
decisive stage. And what does it look like at the construction site? 


On the Polish Side 


Let's have a closer look at the 167-kilometer segment of the gas main, which 
will run from the center of the country to the border on the Bug River. 

This “thread” is being laid by the Zabrze Gasline Construction crew together 
with subcontractors, which include among others Warszawa Water Construction 
Enterprise and Zabrze Transpetroleum. The investor on behalf of the Polish 
Petroleum Mining and Gas Industry is the Mazowsze Gas Industry Works. The 
work began in September 1984. tow far has it progressed? 


“One hundred kilometers of finished, initially tested gasline are already in 
the ground,” informs Engineer Bogumila Nawrocka, vice director of MOZG 
{expansion unknown.] The ground work is presently being conducted in the 
Losica region. The first ranks of welders are working even farther, 140 
kilometers, from Warszawa. Any day the delivery of the “Number 700” pipes 
ought to be completed. The pipe is supplied to the construction site by the 
Ferrum foundry of Katowice, which meets its obliyations unconditionally. 


This fact is worth stressing because as one might surmise, the Ferrum 
foundry was not spared this year’s winter problems, yet in spite of this, 
the pipe transports reached the line without delay. 
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“On the whole,” according to my informant, “the progress of the investment 
is good. but there is still quite a lot to do and this will be the aost 
difficult work, especia'ly since the Avgust rains do not favor work 
outdoors.” The last 20 kilometers of this segment of the gasline (including 
the section crossing to the other side of the Bug River) will need to be 
assembled frow segments of wider pipes of a diameter of 100 mm that were 
purchased in the Soviet Union since such pipes are not produced 
domestically. 


Why should the final segment be wider? Because in long-range projections 
the laying of still one gore gas pipeline is foreseen that will run to the 
west and later turn to southern Poland. The segment of the gas main from 
Kobryn to Brzesc, of which the general maintainer and exporter is Enerzopol, 
is also built from 100 am pipe. As a result the incoming transmitting 
capecity of this system will make it possible to fncrease the import of 
Soviet natural gas by 5 billion cubic meters a year. 


At the Bug River Crossing 


The center of gravity of the gasline construction work moves with each day 
toward the region of the Bug River crossing. The underwater excavation of 
the river bed has already been done. At base operations, the welding of 
pipe, the bending of cold pipe for the turns foreseen in the project, and 
the insulation work continues. Water Construction 6, a firm with 
specialized equipment fur the construction of large diameter pipe and with 
rich practical experience, has given outstanding help in this work. 
According to the negotiated agreement, the water construction firm will 
cooperate in the laying of the whole final 20-kilometer stretch of pipeline 
to the west of the border. Knowing the reliability of this firm, we feel 
secure about the quality and the promptness of this work,” says Engineer 
Nawrocka. 


However, the investor is concerned about special tape, which is imported 
from the dollar zone, for the insulation of the larger end of the gasline. 
A contract was signed in this matter and means have been allocated, but the 
paperwork for its expedition has dragged on. Delivery of the tape is 
contingent upon the paperwork being dispatched; hopefully, the waiting will 
not be prolonged, as time is running out. 


Two weeks ago the master builder of Gas Construction and Gas Assembly from 
Wolomin together with the investor undertook the obligation of shortening 
the term of the investment and finishing the gasline from Brzesc to Warszawa 
in the first ten days of December of this year, rather than, according to 
the schedule, at the end of this month. This means that the record result 
of July, on which the whole group worked strongly and in particular the 
installation brigade of Waclaw Leszczynski and Zbigniew Dobosz, is not the 
last word of the crew. The welders brigade of Edward Wojtulewicz, including 
Jan Marszalek, Kazimierz Dzierza, Leszek Szymula, Janusz Krol, Jan Kopica, 
and Stanislaw Banas, also belong among the leaders. 
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As with any investment, time here has a cost and effect dimension. The 
Kobryn-Brzesc-Warszawa gasline, realized in the framework of the 
international Polish-Soviet agreement of cooperation in expanding the fuel- 
energy base, is a construction with a key scaning for our economy. As early 
as next year, thanks to the new line, the import of Soviet natural gas, on 


which industry and the sunicipal economy are waiting, should increase by a 
billion cubic seters. 


12432 
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INADEQUATE WORK FORCE TO LIMIT ECONOMIC DEVELOPMENT 
Warsaw TRYBUNA LUDU in Polish 2 Aug 85 p 2 


[Article by Krystyna Sonntag: "With A Foot On The Brake: A Report By 
The Institute Of National Economy Does not Sound Optimistic”) 


[Text] Mention is made in the theses of the 1986-90 plan of many barriers 
that limit the economic development of Poland. One of them is the 
demographic situation--the drying supply of labor resources. 


The extent of these limitations can clearly be seen from a random comparison 
of the number of job openings reported to employment development offices 
with the number of new employees who will become employable in the next 

5 years. The two are almost identical. 


It must be ruled out that further development can be related to the growth 
of industrial work force, as it has so far been the case. New ways must 
be sought to improve the social efficiency of work. 


Many processes related to this will take place in enterprises. The pace 
of the changes taking place in the economy will depend on the extent to 
which human resources policies of enterprises will be changed and on 
results of efforts to improve the organization and standardization of work. 


One might wonder what enterprises do to achieve this goal. 


Begging for Workers 


The relevant data are provided in the fourth report by the Institute of 
National Economy, which for the past few years has been doing systematic 
research of the effects of implementation of the economic reform. The 
subjects in this study are 51 enterprises in the following branches of 
industry: machine building, textile, chemical, food processing, electrical 
machine building, and metallurgic. 


Since the study comprises a relatively small sample of subjects that mostly 
belong to processing industries, its results must be generalized very 
carefully. With this proviso in mind, the data presented in the report 
seem to give a fairly broad view of the phenomenon. 
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As noted in the report, two tendencies were prevalent in 1984 in management 
of work force: an increase in work efficiency and a decrease in work force, 
especially among production workers. 


The interrelationships are obvious here. Better results achieved with 
smaller work force indicate an increase in work efficiency. But Tadeusz 
Smuga of the Institute of National Economy, who has been doing research 
on this aspect of activity of enterprises, adds that one may conclude 
that enterprises have labor surplus. 


Of course, it is hard to trace the surplus because he enterprises hide it. 


80 percent of the subjects reported inadequate work force. The remainder 
did not complain. Only in 18 percent of the enterprises was a review made 
of human resources, which allowed to reduce the number of jobs, some of 
them even production jobs. 


The main result of the review, however, was a reduction of the number of 
administrative and office positions. It took place not as a result of 
temporary purges but rather due to permanent organization schemata changes. 


A considerable reduction in labor took place in 4 percent of the enter- 
prises only. As can be seen, the process is very slow, but it must be 
borne in mind that no such changes were observed in any enterprise in 1983. 
So the fact that recuction in work force is taking place, putting aside 
how cautiously it is done, may be considered as the beginning of changes 
in human resources policies of the enterprises. 


What Will Keep Employees In Place 


What do enterprises do to stop labor turnover and to get more work force? 
Enterprises are much more active nowadays than they were a few years ago 
when consent was given for earlier retirement of best qualified people 
and enterprises were helpless when face with ever-increasing turnover of 
work force. 


The majority of management realizes these days that it cannot count on the 
influx of new people from the outside simply because there are no sources 
of new labor. And so the management must care about its work force, To 
some extent more relaxed in this respect are those enterprises which due 
to the fact that people are obligated to register for work have priorities 
and are supplied with new labor by employment development offices. 


This way of managing the labor market is criticized by almost 50 percent of 
the enterprises under consideration. Al ve all, doubts are raised by the 
ways of implementing the obligation to register for work as well as its 
efficiency. It is common to assume that this rationing of new work force 
is not based upon a deeper analysis of the economic situation of the 
privileged enterprises and due to their so-called "penetrating force". 


The enterprises that are not priviledged by employment development offices 
try to stop the turnover by promising apartments to their employees, 
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offering a wider range of benefits, and above all, by offering higher wages, 
of course if they can afford it. 


It follows from the studies by the Institute of National Economy that 27 
percent of the subjects claimed that during the period of implementation 
of the economic reform their payroll was decreased in comparison to the 
average in the region as well as in the branch of industry. 22 percent 
claimed their payroll did not change. Only 16 percent of the enterprises 
showed a considerable increase in payroll. 


Following are the factors that deprive enterprises of the “penetrating 
force”: official prices for products, lack of preferences in contributing 
to the Vocational Activation Fund, the inability to make full use of the 
production potential either due to raw material shortages or inadequate 
work force, and having too low payroll when the reform implementation 
began. 


Only few enterprises could afford offering their employees higher compet- 
itive wages made possible by the dynamics of the production sold, an 
increase in work efficiency, and work on weekends and holidays. 


Escape Into Bonuses 


Since wages are so important for stopping the labor turnover, it is worth- 
while taking a closer look at them. As it follows from the report, new 
motivating factors emerged in the payroll of the enterprises under 
consideration. The majority of changes such as higher hourly wages and 
new rules for granting bonuses were introduced earlier, in 1982. 


Tendencies that developed in 1984 can hardly be deemed favorable. Since 
the enterprises under consideration could not raise wages of production 
workers anymore in the way sanctioned by the decree #135 of the Council of 
Ministers, the wages were raised by increasing bonuses. 


The basic way in which wages were raised was either by raising the already 
existing bonuses or by creating new ones. However, bonus systems seem to 
have been totally unaffected by the changes. Almost 85 percent of the 
enterprises reported that their rules governing granting of bonuses were 
not subject to any manor modification. What happened was that either 

the coefficient used in calculations was raised or the scope of the bonus 
widened, For example, bonuses were granted for a drop in absenteeism. 
However, bonuses are still a form of appreciation for work. 


What is interesting is that the majority of the enterprises subject to the 
study were highly critical of the structure of their average pay that 
emerged as a result of implementation of the economic reform. Above all, 
they pointed out that the basic wage is a relatively small percentage of 
the total pay, which deprives it of its motivational function. 


What is disconcerting, however, is the fact that no willingness was 


demonstrated to change the situation by introducing a new payroll system, 
as per the Act of Seym. 
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Enterprises’ Payroll Systems Without "Penetrating Force" 


Wiy then are the advantages of payroll agreements discarded? So far only 
8 percent of the enterprises decided to introduce them. 


In management's opinion, the enterprises cannot afford it because of 
shortage of money. A change in payroll system always means a raise. But 
there are also other problems: Preparation of a new system would be very 
labor-consuming. Also, there are problems in verification of work and 
staffing standards. The necessity to introduce far-reaching changes of 
the organizational nature, conflicts that arise in the wake of them, and 
the inability to standardize work discourage management and self-management 
councils. 


The study of the interrelationship between payroll and labor supply by the 
Institute of National Economy gives only a partizi view of the inter- 
relationship that depends on factors far beyond che factory gates. This, 
however, is the fragment that enterprises must be able to handle self- 
handedly. 


As it follows from the above analysis, the process is very slow, it is 
hampered by inertia, caution and routine, what was shown in the study 
without any intention to cover it up. 


12607 
CSO: 2600/1036 
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NEW RAIL TREATMENT DIVISION AT STEEL MILL 
Warsaw ZYCIE WARSZAWY in Polish 8 Aug 85 pp 1, 2 


[PAP Report: "Rail Heat Treatment Jivision Startup at Katowice Steel Mill 
Still This Year"] 


[Text] The startup of the rail heat treatment division at the Katowice 
Steel Mill will take place still this year. Experts from many enterprises 
are currently finishing the assembly of all basic machinery and equipment. 
Energy, heat, gas, and water supply have already been connected. Some of 
the installations are being subject to preliminary testing now. 


The ultimate objective is to enrich 250,000 tons of rails a year. Modern 
technology of rail heat treatment will make rails twice as durable in 
comparison with those manufactured in the traditional way. This will make 
possible to modernize railroad tracks. Rails are also an attractive export 
offer. 


The construction of this division and that of the coke division at the 
Katowice Steel Mill were resumed in Spring 1984 as a result of Polish- 
Soviet agreements and due to credits and shipments of large quantities of 
equipment from the USSR. 


The construction site is over 200 hectares big and it still awaits further 
shipments of construction and equipment. Keeping she pace of the 
construction process and meeting the requirements of the very tight 
schedule will depend on the ability of domestic manufacturers to meet their 
deadlines. Unfortunately, there are some manufacturers who have not yet 
confirmed their readiness to meet deadlines on orders for this project. 


Most advanced is specialized work on two coke batteries that, as first ones, 
wili start production of coke in the fourth quarter of 1986 to make up 

for the shortage of coke in our economy. Their production capacity will 
reach 1.5 million tons of coke a year. Other two coke batteries will begin 
production late 1987. 


The Katowice Steel Mill coke division will utilize a Soviet technology of 
so-called “dry extinguishing” of coke that has never been used in Poland yet. 


12607 
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INSUFFICIENT WORK FORCE, PRODUCTION DOWN AT STEEL MILL 
Warsaw TRYBUNA LUDU in Polish 2 Aug 85 pp 1, 2 


{Article by Stanislaw Zielinski: “The Pokoj Mill: “No One Takes Money For 
Nothing ~”] 


[Text] Statistics are hard facts. It is enough to compare 
the first half of this year with the same period of last 
year to confirm that in the past 6 months, production at 
the Pokoj Mill in Ruda Slask, measured in market prices, 
was more than 16 percent lower than a year ago, although 
the fund designated for workers” premiums has increased 
during this time by more than 12 percent. Why? 


No one at the top levels of management of the mill will deny this fact, but 
is the statistical comparison of one six-month period with another the mast 
objective measure of the work an enterprise and its work force perform? It 
is here that doubts begin to emerge. 


After all, it is not every year that one open-hearth furnace, whose 
technical condition does not justify any kind of renovation, is dismantled. 
It also is not every year that two large rolling-mills and one slabbing mill 
are shut down. People from the work forces of these mills are transferring 
over to a newly built department of pliable rolled metal. This department 
is the result of Soviet credits to us. Credits, however, have the 
requirements that they have to be paid off eventually. Practically 
speaking, this means that to meet this exclusive requirement the objective 
has to be the production already next year of 20,000 tons of finished 
products. 


In the meantime, little time remains to make the new department fully 
operational. As a result of the enormous shortage of plant products, the 
large rolling-mill and the slabbing mill will not be operational by the end 
of September of this year as was envisioned, but only by the first of 
December. For this reason, this year is extremely difficult for both the 
management and work forces of the mill and is totally incomparable with 
previous years. 


Problems typical to the whole of heavy metallurgy are responsible, 


particularly in the older plants. Overall, there is a shortage of labor and 
specialists who understand the basic workings of the mill are needed badly. 
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Unfortunately, the working conditions do not encourage the young to 
participate. 


What are the Evaluation Criteria? 


The mill’s economic director, Dr Edward Lukasik states: “I believe that the 
practical thing to do is to evaluate the enterprise's work only under 
comparable conditions, i.e., we have to regard both the decline in the 
production base, as well as the losses caused by the energy shortage in the 
winter, something over which the enterprise has no control. If we approach 
the problem from this perspective then we find that production during the 
first six months of this year was more than four percent over * 2 same 
period last year.” 


This means that despite the problems, the work force made a greater effort 
to accomplish its current tasks and was not guilty of any negligence during 
the winter. The average wage has grown from 19,700 zlotys at the end of 
1984 to 20,800 zlotys today. 


We have to keep in mind that large sums are being spent on premiums to the 
workers for overtime, but how can this be avoided if more than 400 more 
workers are lacking at the basic production level as compared to the first 
half of last year? We also have to include here the considerable annual 
increase in the number of people authorized to have the certificate of the 
"Mill°s Charter”, keeping in mind that these charters are more expensive the 
longer these people work here. 


We Do Not Coddle, But We Do Not Wrong Either 


The Work Council secretary, Dr Henryk Janota, also does not subscribe to the 
idea that wages are exceeding the growth of production here at the mill. He 
concluded that: “If these relations were really so distorted it would mean 
that we would be getting our money almost for nothing. Why then are people 
leaving us? Because we coddle them? 


"There is something to be said here. Come see the mill. Take a look at the 
steam engines driving the slabbing mill and the large rolling-mill. They 
would look good in a museum, but not in a plant which is supposed to pay for 
itself in the system envisioned by the economic reform. The simplest 
approach would be to evaluate everybody with the same measure and according 
to uniform criteria, but this is not possible in relation to metallurgy. If 
we do, we would be wronging the work force. 


"We did not have any losses during the winter in production like we have 
today with steel, but in meeting the requirements of the economy we produced 
approximately 40,000 tons more than called for by the plan. 


"Then we started to have problems, I recall, but they were not our fault. 
Our problems were in the area of the production of finished rolled products. 
We won’t reach the proper level until the end of this year. Is it a wonder 
that we will produce less if we work in a smaller plant?” 
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A member of the local office of the trade union and also a plant public work 
inspector, Franciszek Kuznia, states: “Conditions are still difficult. 
Proportionally, wages are still low compared to the requirements placed on 
the workers. 


“There is a shortage of workers. In order to do what we have to do, we have 
to continue putting in overtime. I know that we have to cut back on, or may 
be even eliminate overtime. 


“I spoke the truth. It is only thanks to the fact that the members of the 
work force are true~blue mill workers that we are able to work overtime. 

I will be more specific: He who works beyond his day should also have the 
opportunity to rest suitably.” 


12247 
CSO: 2600/1029 
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ARTIFICIAL KIDNEY MACHINES FOR FUTURE EXPORT 
Warsaw ZYCIE WARSZAWY in Polish 2 Aug 85 p 2 


[Article by (PAP): “The Building of an Artificial Kidney Producing Facility 
in Lodz”] 


{Text] For more than a year now, the Famed Facility of Electro-Medical 
Machinery in Lodz began producing totally automated HD-100 artificial 
kidneys. 


In the first half of 1985, serial production of these necessary medical 
devices has delivered 20 units therof to national centers of the health 
service. An additional 20 units, which will be sent this year to the health 
service, are currently on the assembly lines. 


The “artificial kidneys” from Famed have received much praise from foreign 
specialists like the Swedish firm Gambro, a world leader in this area. 


The factory has received export bids from various foreign centers. The 
Ministry of Public Health and Welfare, however, has directed, because of the 
emerging shortage of such devices in Polish centers of the health service to 
the end of 1986, that all produced “artificial kidneys” be sent to Polish 
hospitals and medical centers. There are plans that 2 years of production 
at the Lodz Famed facility will increase to approximately 250 units a year 
and will exceed national requirements which specialists believe to be around 
200 units. 


Such a great increase in production will be possible thanks to the building 
of a new “artificial kidney’ production hall at the Famed facility. The 
Machine Industry enterprise, Techma, which turns out new items guarantees 
that this important investment will be made operational in 1986. 


12247 
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BRIEFS 


POLONIAN MEDICAL SUPPLY FIRM--The Polonian firm Plastomed in Warszawa came 
into being four years ago. It produces medical equipment and is also a 
producer of chemical diagnostic reagents. The principal customers of 
Plastomed products are the socialist countries: the Soviet Union, 
Czechoslovakia, East Germany, and Hungary, but beyond these West Germany, 
Italy, Great Britain, and France. This Polenian enterprise satisfies fully 
in its specialty domestic needs, realizing among others the government 
program of production of the means of health protection. In evaluating the 
activity of the Polonian firm, Vice premier Edward Kowalczyk acquainted 
himself the 7th of this month with production conditions in Plastomed and 
the social benefits for the staff of the enterprise. He emphasized that the 
production-service activity of Plastomed meets real needs, assuring the 
health service valuable equipment. He positively evaluated also the 
development plans of the enterprise which foresee undertaking the production 
of new types of medical equipment. [Text] (Warsaw TRYBUNA LUDU in Polish 8 
Aug 85 p 5] 12432 


POLISH-SOVIET FOOD SUPPLY COOPERATION--On the 5th and 6th of this month 
discussions in Moscow took place on the theme of further deepening of 
Polish-Soviet cooperation in the area of food-supply economy. They were led 
by the assistant chairmen of the Polish and Soviet central planning organs, 
Josef Koziol and Piotr Paskar. On the basis of the agreements concerning 
the long range development of cooperation between the countries to the year 
2000, concrete undertakings were discussed that would better serve 
utilization of the production possibilities of Polish and Soviet 
agriculture, further improvement of the level of subsistence, and the 
achievement of food self-sufficiency. A great deal of attention was given to 
cooperation in the area of fruit farming, market gardening, and potato 
processing. [Text] [Warsaw ZYCIE WARSZAWY in Polish 8 Aug 85 p 1] 12432 








DOMESTIC STRIP MINE EXCAVATOR--The assembly work on the 1500s excavator at 
the Lubstow exposure at the Brown Coal Mine in Konin is coming to an end. 
This excavator was produced on the basis of a Polish technical innovation 
from the Famago Mining Machines Factory in Zgorzelec. Few firms in the 
world produce this type of machine. Not long ago we were importing such 
excavators for East and West Germany. The excavator weighs 2,400 tons. It 
is 140 meters long and 39 meters wide. It has a working capacity of up to 
40,000 cubic meters of coal a day. It contains the most modern 

gear, not to mention many other original construction innovations. [Text |] 
[Warsaw RZECZPOSPOLITA in Polish 9 Aug 85 p 2] 12432 


127 








15 October 1985 


COLLIERY INCREASES OUTPUT--On September 16, the pilot colliery at Bogdanka 
increased its daily output by 200 tons, to reach 1,000 tons. This has been 
possible because of technical improvements which have increased the capacity 
of the shaft for the transport of coal, materials and people. Since December 
1982, when the first coalface was put into operation, the Lublin and Chelm 
district has produced nearly 800,000 tons of coal, which has been delivered 
mainly to the Polaniec power plant. The present daily output of the Bogdanka 
colliery is still lower than could be achieved, but the technical facilities 
do not permit a further increase in the output. [Text] [Warsaw ZYCIE 
WARSZAWY in Polish 17 Sep 85 p 2] 


HORSE SALE NETS MILLIONS--Horse dealers, breeders and experts have met at the 
well-known stud in Janow Podlaski for the sixteenth auction of Arab thorough- 
breds. The organizers have netted a total of 2,925,500 dollars from sales. 
{Text] [Warsaw PZECZPOSPOLITA in Polish 13 Sep 85 p 1] 


COAL TRANSSHIPMENT PROBLEMS-~Despite the vacation season, dock workers in 
Szczecin and Swinoujscie are energetically making up for winter setbacks in 
the transloading of freight. With regard to this, July was especially 
favorable. During July, 1,800,000 tons of freight in Polish foreign trade 
and in transit passed through Szczecin and Swinoujscie. Coal is the 
traditional item moved. The ports of the Western Coast exported in July to 
the world 875,000 tons of coal. Transshipments of small and wood items were 
greater than planned. On the wharves of both ports, 60,000 to 70,000 tons 
of freight were transshipped daily. Work went on uninterruptedly even on 
Sundays and holidays. The port workers, however, maintain that making up 
for the losses of last winter will be exceptionally difficult because of the 
need to repair the coal conveyor belt in the Port of Szczecin. This basic 
piece of equipment, used to move coal, is well-worn out from overuse. This 
is confirmed by its frequent breakdowns. The slogan of the day at the 
Szczecin-Swinou jscie wharves is: “Do not waste even a single moment of your 
work time.” [Text] [Warsaw TRYBUNA LUDU in Polish 2 Aug 85 p 1] 12247 





FISH TRADE WITH THE USSR--A cooperative-trade agreement was signed in 
Szczecin between the foreign trade company, Rybex, operating in that city 
and representatives of Soviet enterprises of the Fish Industry from Moscow, 
Riga and Kaliningrad. This agreement covers the management of sprat caught 
by Polish fishermen in the Baltic. Last year Soviet enterprises of the Fish 
Industry rvceived 4,500 tons of fish, for which the Polish fish industry 
received tae equivalent weight in sardine filets prepared for further 
processing. The agreement, concluded on 1 August in Szczecin, envisions the 
delivery to the Soviet Union of 7,000 tons of sprat, with the chance to 
increase the delivery to 10,000 tons of the fish during the period of the 
1986 spring catching season. In exchange, we will receive deliveries from 
the Soviet Union of sardines in the equivalent weight. [Text] [Warsaw ZYCIE 
WARSZAWY in Polish 2 Aug 85 p 1] 12247 


POLISH-USA FISHING AGREEMENT--Washington. An international treaty was 
signed oa Thursday between Poiand and the United States on cooperation in 
fishing. The treaty covers a “ 1/2 year period through the end of 1991. It 
gives the Polish deep-water fishing fleet the right to fish in the 200-mile 
coastal zone of the United States. Fishing was one of the restrictions 
placed by the U.S. Government on Poland. In mid-1984, the Polish fleet 
renewed fishing in the U.S. coastal zone on the basis of a 1976 agreement 
which will expire at the end of this year. [Text] [Warsaw ZYCIE WARSZAWY in 
Polish 3-4 Aug 85 p 1] 12247 
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EXPORTS RESTRUCTURED IN ACCORDANCE WITH DEMAND 
Bucharest REVISTA ECONOMICA in Romanian No 34, 21 Aug 85, pp 20, 21 
{Article by I. Georgescu: "Romanian Industrial Exports Restructured") 


(Text) At the current stage of intensive development of Romania's economy it 
can be stated that this process is dominated by the requirement of renovation. 
For example, alone in the first 4 years of the present 5-year plan, 6,000 new 
technologies were introduced, and 95 percent of the newly manufactured 
products were developed in Romanian institutes of research and design. Equally 
significant is the fact that approximately 60 percent of the value of exports 
is made up of highly processed products such as machinery, equipment, means of 
transportation, chemical products, and industrial consumer goods. The 
implementation of the program designed to raise the technical-qualitative 
level of the products opens up broad prospects for obtaining competitive 
products, on a par with the best in the world in all industrial branches. 


We will list here a f:« of the Romanian exporters’ concerns along the line of 
restructuring exports in accordance with current demand in international 
markets. 


Thanks to its development in the past decades, the machine-building industry 
currently supplies 35 percent of the country's entire industrial production 
and about 45 percent of its exports. The highly complex technical tasks that 
this industry fulfilled and continues to fulfill for implementing the national 
programs in the areas of energy, raw materials, raising product technical 
level and quality, enhancing labor productivity, and modernizing the 
agriculture made it capable of offering wide and very diversified ranges of 
products for export that can be readily adapted to the requirements of foreign 
customers. Thousands of new products are brought into the export market every 
year, mostly machines, equipment, apparatus, and installations. 


For example, Romania is one of the few countries that export a complete range 
of heavy machine-tools, a great variety of oil drilling equipment, refineries, 
chemical, metallurgical, and cement equipment, tractors, trucks, and ball 
bearings. In the 1981-84 period the average rate of growth of exports of 
machines and installations was 18 percent, which is higher than the rate of 
growth of exports for the entire economy. The products of the machine-building 
industry are exported to over 90 countries. 


129 














In view of the changes that have been effected in recent years in many 
countries’ investment and commercial policy--along the line of increased 
protectionism--the competition among producers of machines and equipment has 
become fierce. Naturally, the main areas of competition remain technical 
level, efficiency, capability to achieve the shortest possible research- 
production-export cycles, and optimal results. Let us see how our exporters 
deal with these international market requirements. 


In order to saintain our position in the international market for tractors, it 
was necessary to take measures to igprove hydraulic systems, reduce fuel 
consumption, and raise performances, as a result of which the level of 
productivity in agricultural utilizations increased by about 35 percent. At 
the same time, the range of power of the tractors manufactured was expanded, 
whereby special attention was paid to 75 and 100 HP tractors, which have 
proven most efficient for multipurpose utilizations. Regarding agricultural 
machines, the following were improved and diversified: traction and self- 
propelled equipment for complex soil operations; functional combines for 
wheat, corn, soybean, sunflower, and potatoes, whose performance is comparable 
to the best in the world. 


Another sector that has recorded particularly good results is the machine-tool 
industry. Romania's share of international exports in this area increased from 
0.27 percent in 1965 to 0.78 percent in 1975, and to 1.52 percent in 1982. 
While in 1938 all of the country's machine-tools were imported, currently we 
export electronic command machine-tools to the FRG, USSR, the United States, 
Italy, and Japan. Aside from our own research and development work, the 
process of restructuring exports has been greatly boosted by production 
sharing with partners from the USSR, Czechoslovakia, GDR, Japan, Yugoslavia, 
United States, FRG, and Switzerland in the area of machine-tools. 


The list of turn-key installations offered by Romanian exporters is teing 
continuously diversified, and wisely so, since such projects turn to good 
account--aside from equipment--engineering and design technologies and 
services, technical assistance, and so forth. Currently, the export offer of 
the Romanian machine builders includes approximately 150 types of complex 
installations for the development of the most varied industrial areas. For 
example, Romanian enterprises completed complex projects such as: oil 
refineries in India, Syria, Jordan, Pakistan, and Turkey; feasibility studies 
for refineries in Libya and Mozambique; chemical combines in Egypt, Syria, 
Iran, Turi¢y, Pakistan, and Tunisia; thermgal power plants and electrical 
transforme stations in the Philippines, Lebanon, Iran, Pakistan, Syria, 
Egypt, and Sri Lanka; development of the transportation and communication 
infrastructure (railway electrification, ports, airports, highways, and 
telephone exchanges) in Greece, , Libya, and Iran; dams and public buildings 
in Algeria; textile plants in Bangladesh, People's Republic of Congo, 
Tanzania, and Sudan; cement plants in Syria, Iraq, Lebanon, Egypt, and 
Somalia, and so forth. 


Regarding o11 equipment--an area in which our country is among the major 
producers and exporters in the world--foreign market trends are to 
increasingly align product ranges to the most widely international noras 
utilized by partners, particularly to the U.S. (A.P.I.) norms. Aside from the 
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attention paid to design concepts and exploitation efficiency, the 
geographical diversification of the exports imposed the sanufacture of 
equipment resistant to corrosion and to temperatures between -4%6°C and +50°C, 
equipment that can be dismantled and transported by helicopter to inaccessible 
sites, etc. Similarly, we have advanced research on the manufacture of a wide 
range of equipment for garine drilling. Mines in various countries have 
acquired specific high cepacity equipment sade in Romania such as: the Promex 
excavator, large capacity and load dugp cars (110 tons), 550 HP bulldozers, 
mechanized gallery reinforcement systems, combined cutter-loaders, and INGO 
equipment with a diameter of up to 5 seters. 


The energy equipment industry is also being restructured, a process which 
involves the manufacture of large power boilers: 1,035, 525, 420, and 120 tons 
steam/hour for 330, 150-125, 50, and 12 MW thermal power plants; water boilers 
(burning solid fuel) with capacities between 10 Geal/hour and 100 Geal/hour; 
Francis, Kaplan, and Bulb turboaggregates with a power ranging between 0.2 and 
176 MW, and small hydropower plants between 0.1 and 1.5 MW. Among the 
solutions devised by Romanian designers and builders of energy equipment to 
the problems raised by the energy crisis are the following: boilers burning 
lignite and bituminous shale in fluidization state; equipment for nuclear 
power plants; scrap burning equipment, and installations for recovering 
industrial ware air. 


The need to provide the national transportation system with sodern, high 
performance vehicles has prompted the development of a large industry for road 
vehicles, railway stock, maritime and river vessels, and aircraft. 


The builders of utility vehicles are currently concentrating their efforts on 
tropicalized specifications (TH and THA) best suited for the requirements of 
partners throughout the world. Research designed to raise quality and 
performance are doubled by efforts to diversify--for example, by equipping 
trucks with very powerful engines (360 HP), expanding the range of trailer 
trains and tractors for various utilizations, and building town and touring 
buses with increased comfort and reduced fuel consumption. All these endeavors 
are designed to enhance the attractiveness of Romanian vehicles in foreign 
markets. 


Among the achievements of the builders of rolling stock we mention the new 
types of 1,250-1,500 HP Diesel-electrical locomotives and 180-2,400 HP Diesel- 
hydraulic locomotives, types of light, multifunctional train cars, two-side 
dump cars, cars for liquefied gas, refrigerator cars, and various types of 
freight and passenger cars for speeds of up to 200 km/hour. The leading 
position held by our country in the world market of rolling stock is explained 
among other things, by the efforts made to meet the specific demands of 
railway ad@inistrations in various countries and to adapt production to 
specific exploitation conditions. 


Romania's 60-year technical experience in the area of aeronautics is currently 
utilized to manufacture a varied range of conventional aircraft: gliders, 
motor gliders, and agricultural, mail, training, and amateur airplanes; the 
IAR-99 training jets; the Rombac 1-11 medium passenger and courier aircraft; 
the Vulturul [Eagle] special aircraft; small and large helicopters, etc. Aside 
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from aircraft of original Romanian design, we cooperate intensively with firgs 
from England, France, USSR, Switzerland, Yugoslavia, and other countries. Our 
national aeronautics center has thus expanded its exports at a very dynaszic 
rate: the increase recorded in 1953 was double that of 1982. 


Our shipyards are building complex vessels such as: 35,000 dwt, 85,000 dwt, 
and 150,000 dwt oil tankers; 5,000 dwt, 7,500, and 15,900 dwt cargo boats; 
35,000 dwt, 35,000 dwt, and 65,000 dwt ore carriers; river vessels, and marine 
Grilling rigs. From design we soved on to the production of vessels for 
container transportation, coastal ships and ore carriers, special vessels for 
the transportation of oil products, liquefied gas, and chesgical products, 
vessels for underwater geological prospecting and research, and others. 


The heavy gsachinery industry, working to supply nuclear power plants and other 
types of energy facilities, and other branches, is currently represented by 
units such as: the Bucharest heavy sachinery enterprise, the heavy equipment 
combines of Iasi and Cluj-Napoca, and the Giurgiu heavy sachinery and 
equipment enterprise, which are all furnished with sophisticated installations 
at a world level. Aside from the above sentioned turn-key installations, this 
industry offers for export 330 NW and larger steams turbines, alternating 
turbines, alternators, centrifugal turbocogpressors for the chemical industry, 
centrifugal turboblowers for the siderurgical industry, hydraulic presses of 
between 12 and 630 tons, mechanical presses for the auto and tractor industry, 
50 and 100 ton electrical furnaces, 70 and 160 ton converters for the steel 
industry, highly complex precision components for naval engines and for the 
metallurgical, chemical, and petrochesgical industries and for geology. To 
socialist countries this industry exports: thergal power plants to 
Czechoslovakia and the PRC, ore concentrate and metallurgical installations to 
the GDR, chemical and petrochesgical installations to the USSR, Yugosinavia, 
Albania, GDR, and Bulgaria. Cooperation with other socialist countries takes 
the form of production specialization and sharing in building thermal power 
plants, naval equipment, and heavy sachinery. 


In one of the next issues of our magazine we will continue presenting concerns 
to align the variety and quality structure of Romanian export production 
from other industrial sectors to the requirements and trends of the 
international garket as a condition for developing and increasing the 
efficiency of our foreign trade. 
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ROMANIA 





DEVELOPMENT, MODERNIZATION OF DOMESTIC TRADE SYSTEM 





Bucharest COMERTUL MODERN in Romanian No 3, May-Jun 85 pp 1-5 


{Article by Constantin Iurea, deputy minister of domestic trade: "Development 
and Modernization of Domestic Trade--Defining Traits of the Ceausescu Era"] 


[Text] With the most profound feelings of esteem and great appreciation, our 
entire nation this year marks 20 years since, through the unanimous wishes of 
the communists and of all our people, Comrade Nicolae Ceausescu was elected to 
the supreme position of leading the party and the destiny of the fatherland 
and people, the 20th anniversary of the era of the greatest and most brilliant 
achievements in the multi-millennial history of our country, the era that, 
with just cause, particular satisfaction, and impassioned patriotic pride our 
people call the "Ceausescu Era." 


The RCP Central Committee's homage to Comrade Nicolae Ceausescu on the 20th 
anniversary of his election as leader of the party reflects his brilliant 
traits as a revolutionary, patriot, and fighter for the people's happiness and 
well-being and for the cause of socialism and peace in the world, and his 
invaluable contribution to founding and implementing the entire policy of 
socialist construction in Romania. 


As one of the basic elements of the RCP's policy of raising the people's 
living standard and quality of life, domestic trade has developed in these 
past 20 years in step with the great progress marked in the national economy 
and in increasing the nation's wealth. 


1. Two Decades of Great Achievements in Developing and Modernizing Romanian 
Trade 


The ninth party congress of 19-24 July 1965--a crucial moment in the 
development of the Romanian society--opened up a period of great expansion and 
uninterrupted development and modernization for the trade sector, too, in 
close coordination with the growing economic potential of the country, 
people's increasing buying power, and consumer goods available in increasing 
quantities and ranges. 
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Along this line, the party secretary general, Comrade Nicolae Ceausescu 
conclusively pointed out in his report to the ninth congress that, as the 
people's incomes increase, the volume of goods sale” through the socialist 
trade network will also increase, and that "the activities of the managerial 
bodies of the trade sector and all commercial organizations will improve. 
Greater attention will be paid to developing the trade network, judiciously 
distributing new outlets, and supplying units with the equipment necessary for 
satisfactory service." 


Throughout the period that began with the ninth party congress, party and 
state documents, Comrade Nicolae Ceausescu's reports and speeches, 5-year and 
annual plans, and various special programs outlined guidelines and 
recommendations and established very important tasks for continuously 
developing and improving commercial activities. At the same time, nation-wide 
meetings of working people employed in socialist trade units, organized at the 
initiative of the party secretary general, Comrade Nicolae Ceausescu, and the 
congresses of the consumer cooperative greatly contributed to correctly 
steering domestic trade. 


Looking back on the commercial activities carried out in these 20 glorious 
years one can positively state that all the achievements attained are due to 
the efforts made by the working people employed in the domestic trade sector 
to implement the basic objective of this branch, an objective clearly 
formulated by Comrade Nicolae Ceausescu, which basically requires "ensuring 
on schedule and satisfactory sales of consumer goods, while completely 
eliminating waste and profiteering. We must ensure that the working people 
employed in the domestic trade sector fulfill their responsible duties and 
ensure that the products reach the consumers--the builders of socialism--thus 
fulfilling their duty toward the party and people." 


In accordance with the role and socioeconomic functions of domestic trade in 
the Romanian socialist economy, a legislative-regulatory framework was 
established and continuously improved in the Ceausescu ers. in keeping with 
the requirements of developing and modernizing activities in this area. 


In keeping with our rapid economic growth, increased and qualitatively 
improved human and material resources, and with the marked development and 
modernization of the industrial and agricultural consumer industry, the 
socialist trade network has been offering increasing volumes of goods in great 
varieties and continuously updated ranges. Thanks to the improved conditions 
made available to it, the socialist trade network became better equipped to 
meet the various material and intellectual consumer needs of all the members 
of the society; thus, approximately 320,000 items and products are currently 
on the market. 


In correlation with the increased buying power of the population, retail sales 
recorded increasingly higher dynamics. From 63.7 billion lei in 1965, sales 
reached 272.2 billion lei in 1984, or a per capita average of 12,030 lei, as 
compared to 3,350 lei in 1965. Taking into account the evolution of retail 
prices, it emerges that the overall volume of consumer goods sold in 1984 
through socialist trade units was almost 3.4 times larger than in 1965, and 
that the annual rate of growth in this area was 6.6 percent. 
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After the ninth party congress, the increases recorded in the various branches 
of goods followed the laws of consumption, so that increases in the food 
sector were exceeded by the increases in the public catering and non-food 
product sectors. As compared to 1965, in 1984 sales in the non-food and public 
catering sector were 3.5 times higher, while in the food sector they were 3 
times higher. 


Socialist Trade Retail Sales in the Period 1965-84 


Absolute Levels in Percentage Increase 
Termsof Each Year's Price in Comparable Prices 
1983 1980 1984 1984 Average 


compared annual rate 
to 1965 of increase 


1966-1984 
I. Billion lei 
Overall food and non- 
food goods 63.7 213.1 272.2 335 6.6 
--foodstuffs 21.8 70.8 98.3 299 5.9 
--non-food 31.8 106.8 123.7 354 6.9 
II. Lei per capita 
Overall food and non- 
food goods 3,350 9,598 12,030 282 5.6 
--foodstuffs 1,148 3, 187 4,342 252 5 
--public catering 533 1,598 2,220 293 5.8 
--non-food 1,669 4,813 5,468 288 5.9 


Source: Statistical Yearbook of the Socialist Republic of Romania, 1984 
pp 420-421; Communique on the fulfillment of the 1984 single national plan of 
socioeconomic development of the Socialist Republic of Romania; Central 
Directorate of Statistics data. 


Consumer supplies markedly improved in all the counties, in accordance with | 
the party's policy of evenly developing all the areas and equalizing regional 
levels of consumption. An analysis of the figures representing per capita 
consumer sales in terms of the prices in force ir the respective years shows 
that, as compared to the average national rate of increase, which in 1981 was 
3.6 times higher than in 1965, the increases recorded in 24 counties were 3.7- 
5.2 times higher. 


The domestic trade sector made an important contribution to better meeting the 
people's consumer needs, a fact which is clearly highlighted by a comparative 
analysis of average per capita consumption of major groups of food staples in 
the 1950-65 period on the one hand, and in the 1966-80 period on the other. 
Thus, compared to the increases recorded in 1965 over 1950, in the following 
15 years consumer increases were 3.6 times higher for meat, meat products, and 
eggs; 1.8 times higher for milk, and 1.9 times higher for sugar, sugar 
products, and fresh vegetables. 
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One of the qualitative aspects of the evolution of the structure of 
agricultural and food sales is a more marked increase in the marketing of 
foodstuffs with a higher nutritive value, which took up a considerably larger 
share of the general food trade. Thus, while in 1965 for each 1,000 kg of 
bread were sold 88 kg meat, 31 kg meat products, 16 kg fish, 179 eggs, and 182 
kg fresh vegetables, in 1980 were sold 189 kg meat, 97 kg meat products, 30 kg 
fish, 639 eggs, and 322 kg fresh vegetables. 


The development of the clothing trade sector is conclusively illustrated by 
the fact that alone in the 1966-82 period this sector sold readywear totaling 
146 billion lei, knitwear totaling 108 billion lei, and over 1 billion pairs 
of footwear, a fact which permitted substantial changes in the clothing 
structure of the population. Traditional clothing and footwear articles 
manufactured for the most part at home or by artisans were replaced by 
industrially produced articles suited to modern life and at widely accessible 
prices. 


Various durable goods, which have become very necessary and popular among 
consumer and household items, appeared in the past 20 years; demand for and 
socialist trade sales of such products increased very rapidly, especially 
favored by the establishment and development of a Romanian industry of such 
products. Our figures conclusively show the following sales through socialist 
units in the 1966-82 period: 6.4 million radio .vceivers: 5.6 million 
television sets; 4.1 million refrigerators; 2 million washing machines; 
727,000 cars, and furniture totaling 82.4 billion lei. Thanks to the 
development of the trade network, the range of durable goods acquired by the 
population increased year by year. 


In the period following the ninth party congress, public catering developed 
considerably and was diversified and modernized, thus becoming increasingly 
better equipped to meet the people's consumer requirements and to offer 
pleasant leisure time alternatives. The share of cooked meals increased, many 
modern and catering units were opened, and special attention was paid to 
expanding and improving the quality of canteens-restaurants. 


The noteworthy progress made in consumer supplies and in better meeting the 
various consumer requirements of people in towns and villages was continuously 
accompanied by the parallel expansion and modernization of the commercial 
network. On the basis of the guidelines and recommendations of the party 
secretary general, Comrade Nicolae Ceausescu, efforts were made in the period 
following the ninth party congress to ensure that the commercial network is 
developed in a modern and uniform concept in both cities and villages. "We 
must judiciously distribute and streamline all commercial units, on the basis 
of a scientific study of consumer requirements in each area." These guidelines 
are directly reflected in the general norms of organization of the commercial 
network implemented in the design, modernization, and continuous adaptation of 
commercial units to consumer requirements and to the volume and structure of 
good= stocks. 


As a direct result and materialization of the considerable funds invested by 


the state in developing and modernizing the material-technical basis of 
socialist trade, we currently have close to 82,000 retail and public catering 
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units, covering a total area of 9.3 million square meters, of which 70 percent 
were opeed in the 20 years since our party has been led by Comrade Nicolae 
Ceausescu. 


Development of the Retail and Public Catering Network 


Thousand Units by the End of Percentage Compared 
to 1965 
1965 1980 1984 1980 1984 
Overall 53.4 78.7 81.9 147 153 
--State trade 24.6 40.6 42.3 165 172 
--Cooperative trade 28.8 38.1 39.6 132 138 


Source: Statistical Yearbook of the Socialist Republic of Romania, 1984, p 
238, and figures of the Central Directorate for Statistics. 


The above figures show the significant increase recorded in the commercial 
network, which by the end of 1984 incorporated 28,500 stores and public 
catering units more than in 1965. Statistics show that in 1984 we had 3.6 
units and 432 square meters of commercial area for each 1,000 inhabitants, as 
compared to 2.8 units and 184% square meters in 1965. The qualitative 
improvement of the commercial network is also reflected by the substantially 
larger average size of the commercial units, which has almost doubled (from 65 
square meters in 1965 to 120 square meters in 1984). 


There are many other aspects relevant of the particular development of the 
commercial network in the period following the ninth party congress, the 
following being particularly noteworthy: 


--even development, in the sense of an even distribution among all counties, 
towns, workers’ centers, and rural localities; 


--Ssales outlets close the consumers’ houses, which is important particularly 
for current supplies, and newly built commercial units in new neighborhoods; 


--continuous adaptation of the commercial network to changes in consumer 
demand, and establishment of new types of stores and public catering units 
offering the necessary conditions for modern marketing and civilized service; 


--revitalization and modernization of traditional commercial centers and of 
food markets. 


In order to illustrate the results of the policy of evenly and harmoniously 
developing the commercial network throughout the country, we will again cite 
statistical data which show that in 1984 there was no county with less than 3 
units per 1,000 inhabitants, while in 1965, when the national average was 2.8 
units per 1,000 inhabitants, 7 counties had only 1.9-2.2 retail and public 
catering units per 1,000 inhabitants. 
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In the conditions of a rapid socioeconomic development--the outcome of the 
party's policy of judiciously distributing the production forces throughout 
the country--particular progress was recorded in the counties Bistrita-Nasaud, 
Botosani, Calarasi, Dolj, Galati, Giugiu, and Teleorman, which came 
considerably closer to the national average concerning commercial facilities. 
In six counties (Alba, Gorj, Ialomita, Olt, Satu-Mare, and Salaj) the 
situation improved so markedly that by the end of 1984 they caught up with or 
even exceeded the national average figures, althouch in 965 they were far 
below the respective average. 


One of the major achievements of the socialist trade network in the Ceausescu 
Era was the modern network of 90 department and general stores built in 
municipalities, towns, and workers centers. Built on the basis of a special 
program, worked out at the recommendation of the party leadership, these 
stores are well equipped to display and sell their stocks, offer modern 
services, are very attractive to consumers, and thus occupy a prominent place 
within our general commercial network. 


In view of certain specific consumer requirements and of the characteristics 
of the goods stock--which is continuously updated and diversified--a 
specialized commercial network developed at the same time, which, particularly 
in recent years, was guided by the criteria of combined needs. More 
specifically: stores with items for mothers and children, such as Materna; 
stores for readywear, knitwear, footwear, furniture, and other durable 
commodities; automobiles, motorcycles, bicycles, and sports articles; 
electronics; household articles; hardware stores for tools, equipment, and 
various agricultural and gardening implements; building and finishing 
materials, and so forth. 


The new guidelines established by our party-state leadership for the structure 
of consumer commodities according to quality categories (mass production, 
better quality, extra, and de luxe) are also directly reflected in the 
organization of the commercial network; thus, a specialized network has been 
expanded and modernized for the sale of higher quality products, whose stores 
offer better displays and services for the buyers. 


In our short presentation we must also emphasize the fact that throughout the 
period opened by the ninth party congress, important progress was made in 
introducing and promoting upgraded forms of service and sales systems which 
ensure modern and civilized consumer services. Similarly, efforts were made to 
ensure the necessary manpower--both quantitatively and qualitatively--with the 
result that the number of sales personnel per 10,000 inhabitants was in 1984 
1.3 times higher than in 1965. As for the level of commercial workers, their 
political, professional, and moral qualifications have continuously improved, 
those being decisive factors for achieving competent, modern, and civilized 
services, in the spirit of the principles of socialist ethics and equity. 
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In order to complete the picture of the most fertile 20 years opened by the 
ninth party congress, of the Ceausescu Era, we must also consider the 1985 
plan provisions--the last year of the current 5-year plan and a decisive year 
for preparing the conditions for the transition to a higher qualitative stage 


in the country's socioeconomic development and in raising the people's living 
standard and well-being. 


The single national plan stipulates for 1985 an overall volume of retail sales 
through socialist trade units totaling 273.5 billion lei; this volume ensures 
both general increases and increases in the areas of foodstuffs, public 
catering, textiles and footwear, and metal and chemical products. These plan 
provisions will certainly be fulfilled: the figures for the first 5 months of 
the year show that the results obtained are in line with the planned levels, 
despite the difficult conditions of the past winter. 


Generally speaking, the consumer stock established for this last year of the 
current 5-year plan covers the sales plan, and its structure is better than 
that of 1984. It features many new products and varieties with improved 
technical and functional performance and more modern features, in keeping with 
tendencies in consumer demand structures. 


Contract conditions for this year's commodity stocks have been improved; thus, 
direct relations have been promoted between producer enterprises and outlets, 
especially for products that come in simple ranges and are manufactured 
locally. Similarly, progress has been made in promoting the system of contract 
by mail and of centralized contracts for complex range and seasonal groups of 
products. 


The year 1985 will mark new achievements in the development and modernization 
of the trade network and in the promotion of new and modern sales technologies 
and forms, accompanied by increasingly better results in securing working 
personnel and improving their political, professional, and moral 
qualifications. 


In 1985 the Ministry of Domestic Trade will have investment funds totaling 
close to 2 billion lei for the development and modernization of the materiai- 
technical basis of retail trade. The enterprises of the Ministry of Domestic 
Trade will acquire a commercial area of approximately 440,000,000 square 
meters [as published], out of which 81.5 percent will be on the ground floor 
of apartment houses in housing developments, and 18.5 percent in independent 
buildings. 
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INTENSIVE DEVELOPMENT OF AGRICULTURE DESCRIBED 
Bucharest REVISTA ECONOMICA in Romanian No 34, 21 Aug 85 pp 9, 10 


{Article by Dumitru Dumitru: "Romania's Agriculture in an Ample Process of 
Intensive and Multifaceted Development") 


(Text ] One of the defining aspects of the great changes that socialism has 
effected in Romanian economy is the development of agricultural production, 
which is characterized by high rates of development and by the increasingly 
better utilization of resources, primarily of the land. In the conditions of 
Romania's transformation from a primarily agricultural country into an 
industrial-agricultural country with a balanced national economy, our 
socialist agriculture has recorded progress and manysided renovations from one 
5-year plan to the next, in keeping with the requirements of the national 
economy and with modern science and technology. 


Within the process of developing agriculture, our party guided all human and 
material efforts toward modernizing this sector in accordance with economic 
and natural conditions and with the interests of the national economy. The 
rapid development of the industry made it possible to equip the agriculture 
with an increasing number of tractors and agricultural machinery of a high 
technical level, and with increased quantities of chemical fertilizer. While 
in 1950 we had only 5,900 tons of chemical fertilizer in terms of active 
substance, in 1983 we had 1,157,400 tons, and in 1984 1,288,300 tons, the 
effect of which was considerable increases in yields of various crops per 
hectare. On the other hand, the distribution of chemical fertilizer between 
the two forms of agricultural organization--state and cooperative--changed 
its structure in favor of the cooperative sector, which holds the largest 
share of cultivated land and production. 










From the viewpoint of technical equipment, the agricultural sector recorded 
profound changes. The number of tractors increased and the fleet of 
agricultural machines was greatly diversified. Thus, while by the end of 
1939--the peak pre-war year--we had only 4,019 tractors, in 1965 we had 
81,356, in 1975 119,533, and in 1984 over 174,000. Consequently, the arable 
land load per tractor dropped from about 2,500 hectares to less than 60 
hectares. The large fleet of tractors and agricultural machines existent 
permitted all state and cooperative agricultural units to fully mechanize 
plowing, sowing, and harvesting operations for grain, and most operations for 



























the other crops. The mechanization and automation of production processes also 
expanded to the livestock sector, so that labor conditions in this area became 
more similar to conditions in industry. 


Within the party's concerns, great attention was paid to developing science 
with a view to expanding its applications in agric.ltural practice, as a vital 
link in the chain of measures concerning continuous production increases. The 
socialist transformation of Romanian agriculture has offered a wide field of 
action for scientific research. Accordingly, scientific research was 
integrated in the ample process of organization, technical equipment, and 
modernization of agriculture. The research network was expanded through the 
opening of new institutes and experimental stations for the major branches and 
sectors of agriculture, distributed according to major soil and climatic 
zones, and horticultural and viticultural areas. 


Simultaneously with the development of the material-technical basis and the 
improved management and organization of agricultural production, great and 
multifaceted changes occurred and continue to occur in the work and life of 
the peasantry and in all aspects of village life, and agricultural production 
has increasingly become one version of industrial labor, while the level of 
life and civilization of the village has become increasingly similar to that 
of the city. 


Livestock Numbers at the Beginning of the Year 
--Thousand Heads-- 


1936 1951 196 1976 1981 1964 
Cattle 3,653 4,502 4,935 6,136 6,485 6,752 
Pigs 2,761 2,197 5, 365 8,813 11,542 14,347 
Sheep 10,087 10,222 13,125 13,865 15,865 18,451 
Goats 364 493 807 445 347 634 
Fowl 27,325 17,610 40,085 78,626 97,800 119,237 
Bees (thou. families) 466 459 916 855 1,117 1,279 


The socialist transformation of agriculture, the revolution effected in the 
material-technical basis, and the cadres secured have created conditions for 
continuously increasing agricultural production, and that has had direct 
implications for fundamentally changing the structure of production relations 
in agriculture and the working and living conditions of the peasantry. 


An Innovative Concept of the Place and Role of Agriculture Within the National 
Economy 


Comrade Nicolae Ceausesou's theoretical and practical work features, as one of 
the essential and defining elements of the revolutionary, complex process of 
developing the agriculture, the functions and role of this branch within the 
progress of the national economy, guidelines for its future development, and a 
definition of the contribution of agriculture and of the peasantry to building 
the comprehensively developed socialist society and to Romania's advance 
toward communism. In the 2 decades of glorious socialist history since the 
ninth party congress, profound quantitative and qualitative changes have 
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occurred in the development of agriculture, based on a new and revolutionary 
reevaluation of its role and place within the strategy of building the new 
society. This concept is centered on the thesis of agriculture as an essential 
branch of the national economy and as part and parcel] of building a uniform 
and harmoniously developed national economic complex as the sound basis for 
progress and well-being, and for national independence and sovereignty. 


As early as 1965, Comrade Nicolae Ceausescu stated in his report to the Ninth 
RCP Congress: "Being a very important factor of the national economy, the 
agriculture gust sake an increasing contribution to the country's progress and 
to raising the people's well-being. While continuing the socialist 
industrialization at an intensive rate, we will pay greater attention to 
developing the agriculture and increasing vegetable and animal production." 
Proceeding from the axiom that without an intensive, modern, and highly 
productive agriculture, based on the state-of-the-art in science, we can 
neither build the comprehensively developed socialist society nor socialism in 
our country, the participation of agriculture in increasing the national 
income, the general progress of the society, and obtaining yields capable of 
appropriately meeting the requirements of the national economy for 
agriculturai raw materials and scientifically established consumer needs, and 
in supplying produce for international economic exchanges, was clearly 
defined. 


The party's agrarian policy focuses on achiev'ng an intensive, modern, highly 
productive agriculture based on the state-of-the-art. Comrade Nicolae 
Ceausescu defined the stages of the *®srarian revolution as a continual 
revolutionary process and as part and parcel of each stage of building and 
developing the new society. The concept of a new agrarian revolution is a 
comprehensive concept that incorporates both production forces and production 
and social relations, and the entire manner of thinking and working of those 
employed in agriculture. 


Rejecting the thesis of interstate agricultural specialization, our party 
steered this branch toward an intensive and manysided development. Our country 
has appropriate soil and climatic conditions to domestically produce almost 
all the foodstuffs required for consumer needs, raw materials for industry, 
and produce for other needs of the national economy. The diversified 
agriculture proved less sensitive to the fluctuations of natural and foreign 
market factors and ensured a more complete utilization of natural, material, 
and human resources, improved consumer supplies in keeping with the scientific 
nutrition program and with the increased buying power of the population, and 
increased contributions to raising the national income and to the general 
progress of Romanian economy. 


In the 1965-84 period the development of all agricultural branches was 
intensified, and the ratio of vegetable and animal production was improved. 
The more marked increase in animal than in vegetable production raised the 
share of the former from 37.6 percent in the 1961-65 period to 41.7 percent in 
the 1981-83 period. This trend will continue, and in the coming 5-year plan 
the share of animal production is expected to reach 46-48 percent. 
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The defining trait of agricultural development is the fact that the process of 
developing the production forces and improving socialist production relations 
was accompanied by a continuous increase in agricultural yields. In 1964 the 
overall agricultural production was more than double that of 1965. The grain 
production achieved in 1964--the largest in the country's history--was of 
1,042 kg per capita, in accordance with the level established for the 1981-85 
5-year plan. In these conditions, the per capita agricultural production was 
in the 1981-84 period 70 percent higher than ia the 1961-65 5-year plan; note 
that in the same period the country's population increased by 20 percent. 


Economic Efficiency as the Basis for an Intensive Agriculture 


In order to increase the contribution of agriculture to the national income, 
the directives of the 13th party congress stipulate that the net agricultural 
production should increase in the coming 5-year plan faster than the rate of 
growth of the overall agricultural production. Thus, the net agricultural 
production (the annual average for a 5-year period) is exrected to increase in 
the coming 5-year plan by 7.1-7.5 percent, while the ov:.>all production by 
5.4-5.8 percent. The new ratio will be achieved by intensifying quantity 
through improved quality from the viewpoints of both material-technical and 
manpower resources, and the organization of production, labor, and all 
economic activities. 


Per Capita Production of Main Agricultural Products 


1950 1965 1975 1980 1984 
Grain cereals (kg) 315.7 662.3 718.6 909.9 1,042 
--wheat-rye (kg) 147.2 318.6 231.2 291.3 337 
--oorn (kg) 128.8 308.9 435 502.3 586 
Sunflower (kg) 13.1 29.6 34.3 36.8 39 
Sugarbeet (kg) 35.7 158.4 230.9 250.5 308 
Potatoes (kg) 98.2 115.3 127.8 186.2 259 
Meat (kg) 39.5 58.7 97.1 111.5 134 
Milk (kg) 140.6 170.9 209.1 239.4 266 
Wool (kg) 1 1.3 1.5 1.7 2.5 
Eggs (units) 67 138 225 303 340 





Meat, wool, and eggs figures for 1984 are as per 1985 plan; 1984 milk as per 
1985, only for cow milk. 


Proceeding from the thesis that the labor force is the creator of assets, 
establishing the contribution of the agricultural sector to increasing the 
national income must take into account labor productivity changes caused by 
changes in the structure of the labor force employed in the national economy, 
as well as national economy expenditures for substituting agricultural 
manpower. In order to ensure that agriculture makes an increased contribution 
to the national income, the cost of substituting manpower in agriculture must 
be lower than the costs inourred with the substitute manpower. Thus the need 
to establish a national costs policy, primarily for costs related to 
agriculture. These branches must ensure efficient substitutes for 
factors from the other sectors that participate in producing agricultural raw 
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materials. Sigilarly, solutions must be devised to reduce the cost of in- 
branch factors. Along this line, problems concerning the branch structure of 
the agriculture, alternative types of technical progress, the rational 
distribution of agricultural production, etc., must be investigated. 


The contribution of the agricultural sector to the national income can be 
increased by isplementing the economic-financial mechanism on the basis of 
reduced production costs, particularly material expenditures. Since an 
intensive agriculture is achieved with the aid of superior technical equipment 
and expensive material resources, all production factors, especially fuel and 
energy, must be economically utilized. In this context, financial norms--cost 
standards--have been worked out for the main vegetable and animal products of 
state and cooperative units and will be igplemented as of this year in 
following and analyzing production costs, while in 1986 they will be applied 
to substantiating and establishing production costs and the indexes of income 


and expenditure budgets. 


The consistent continuation of the policy of intensive and manysided 
development of the agricultural sector will ensure increased agricultural 
yields--approximately double--in the next 15 years and, on this basis, an 
increased contribution by this branch to the national income. 


The implementation of the historic decisions of the 13th party congress will 
ensure the increasingly active participation of agriculture in the general 
economic development, by obtaining the products required to meet the needs of 
the society and reducing social labor expenditures. The labor time expended by 
the society on food production and the people's expenditures for food 
consumption will thus be relatively reduced, and time and financial means will 
be made available for developing other socioeconomic sectors. The agricultural 
sector will make an increasing contribution to raising Romania to ever higher 
peaks of progress and prosperity and to strengthening our socialist state, the 
economic potential of our society, and our national independence and 
sovereignty. 


12782 
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YUGOSLAVIA 


BULGARIAN-YUGOSLAV JOINT VENTURE CONDITIONS COMPARED 


Belgrade VESNIK (CASOPIS ZA BANKARSKA I PRIVREDNA PITANJA INVESTBANKE) in 
Serbo-Croatian Jun 85 pp 26-35 


[Article by Ljubisa Dabic**: "The Investment of Foreign Capital in 
Bulgaria-—-With A Review of the Yugoslav Regulations”*) 


[Text] Im spite of all the reservations that the socialist countries have 
concerning foreign investments (mixed enterprises or joint ventures, most of 
these countries permit the investment of foreign capital on their territory. 
Yugoslavia was the first socialist country which after World War II, more 
precisely in 1967, adopted the first regu) ations on the investment of foreign 
capital in the domestic economy. During the period from 1971 to 1982, the 
following socialist countries adopted their own regulations in this area: 
Romania, Hungary, Poland, Vietnam, China, Bulgaria, and Cuba. 


In view of the characteristics of the social system in the socialist countries 
tries, the developed Western countries are no longer able to make independent 
investments on the territory of these countries, and are forced to make joint 
investments in the form of a contract (joint venture) or to share ownership of 
the newly established enterprises (mixed enterprises), depending on the 
regulations in effect in a given country. 


Bulgaria realized the necessity of participating in the international division 
of labor through various forms of coproduction and the creation of joint 
associations (enterprises) with partners from the developed Western countries on 
the basis of jo.ut investments. For this purpose, on 25 March 1980 the 
Bulgarian Council of State adopted a Decree on Econom'c Cooperation Between 
Bulgarian Legal Persons and, Foreign Legal and Physical Persons (hereinafter 
referred to as the Decree). 





* The comparison with the Yugoslav regulations will be made from the 
formal-legal aspect, and only in exceptional cases from the standpoint of 
content, since these are two different systems for the investment of foreign 
capital in the domestic economy. 


** Liubissa Dabic is a research assistant at the Institute for Comparative Law 
in Belgrade. 
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The adoption of the Decree was aimed at stimulating economic cooperation between 
Bulgarian legal persons and foreign partners through the creation of favorable 
legal, financial, credit, customs, and other conditions for organizing mutually 
beneficial economic activities. Except for certain of the most significant 
areas of interest to Bulgaria (e.g., banking, insurance, and social and public 
services), in which cooperation with foreign partners was not permitted, in most 
other areas this cooperation was allowed. Formally and legally, economic 
coopers*ion can take place in production, scientific-technical, development, 
trade, ax other types of activities, and particularly in the areas of industry, 
agriculture, construction, trade, transportation, services, and tourism. 
Economic cooperation can take place in bulgaria or abroad. 


The Decree lists the activities and areas in which economic cooperation with 
foreign partners is permitted (the system of positive enumeration*). The 
Yugoslav regulations, following a system of negative enumeration, list only the 
areas in which joint investments are not permitted.” At first glance, the 
system of negative enumeration is more acceptable and more approrpriate for 
regulating this issue. Essentially, however, the system of positive enumeration 
is clearer and more precise, and at the same time it offers en opportunity to 
guide joint investments in a certain direction, in order to fulfill the 
medium-term and long-term plans. 


The Decree provides for two forms of economic cooperation between Bulgarian and 
foreign partners: a contract on industrial coproduction, and the establishment 
of an association (an association that does not have the status of a legal 
person, cr an association with this status). 


A contract for industrial coproduction ir concluded on the basis of long-term 
scientific-technical, production, and trade cooperation that is mutually 
beneficial between a state economic organization and a foreign partner. 


A contract for establishing an association regulates joint economic activity on 
the basis of the contributions of the partners, joint management and leadership, 
and distribution of the profit, as well as joint responsibility for losses. The 
contract determines whether the association has the status of a legal person. 


The basis for establishing the rights and obligations between the Bulgarian 
state organization and the foreign partner is the Decree and the contract 
(statute of association). Contracts on economic coopera.ion are signed under 
the condition that their fulfillment increases the scientific-technical level of 
production, expands possibilities for exports, increases the positive foreign 
exchange balance, and meets the needs of the national economy to a higher 
degree. These contracts can be signed only after approval by a state body, 
i.e. the Council of Ministers. 


The main substantive difference between the Bulgarian and Yugoslav regulations 
on joint investments is in the organizational form of the joint undertaking. 
The Bulgarian economy, on the basis of the Decree, permite the formation of a 
new status--an association. A contract for the investment of the funds of 
foreign persons in a Yugoslav organization of associated labor, however, is the 
only possible form for the investment of foreign capital in the Yugoslav 





*® See footnote page |. 
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economy. The conclusion of the contract does not create a statutory form for a 
joint undertaking; the funds are instead invested in a domestic organization of 
associated labor. A contract for joint investment closely regulates all the 
mutual rights and obligations of the partners, and it represents a sort of 
source of rights for them. The rights and obligations that arise between the 
partners through the conclusion of a contract for joint investment are of a 
binding legal nature. All of the other differences between the Bulgarian 
regulations and the Yugoslav ones in this area result from this basic 
difference. 


Association Without the Status of a Legal Person 


An association without the status of a legal person is established by a 
contract. In accordance with the principle of the autonomy of will, the 
arrangement of relations between the partners is conclusive in nature. It is 
left up to the wishes of the partners to regulate their relations by agreement 
in their mutual interest. Limitations and deviations from this principle occur 
only with respect to imperative regulations and clauses in conflict with public 
order. It is very difficult, however, for the wishes of the contracting 
partners to regulate all of the actions covered by the contract, and for the 
application of any subsidiary autonomous right to be excluded in this way. The 
elimination of a subsidiary source of rights would prevent regulation of the 
relations between the partners. The elements on which the partners need to 
reach an agreement (the essential elements of the contract) must be included in 
the contract for the establishment of the association, and full agreement must 
be reached on them. Otherwise the association will not be established. 


Through the contract for association, the partners regulate the following in a 
binding manner: the name and headquarters of the association; the object of the 
activity of the association; the period for which the association is created; 
the roles of those entering into the association and the way in which they are 
assessed; the management of the affairs of the association and the way in which 
decisions are made; representation; the manner in which material-technical 
supply, marketing, the price list and foreign exchange-financial conditions, and 
import-export activity are handled; the way in which the balance is drawn up and 
the profits and losses are distributed; and the method for ending the 
association. 


A contract for establishing an association without the status of a legal person 
must be concluded in written form. The written form stipulated by the Decree is 
a condition for the validity of the contract ("ad solemnitatem" form). 


The conclusion of a contract for an association without the status of a legal 
person creates a new subject of law. It cannot be determined from the Decree 
how the association enters into legal transactions with third parties. The 
partners can agree that the domestic partner or the foreign partner will act on 
behalf of the association in transactions with third parties. In connection 
with this, the management bodies and the representation will play a significant 
role. In any case, this issue must be settled by the contract. These issues do 
not arise for an association with the status of a person, sirce by registering, 
the association becomes a subject of law and gains the ability to enter into 
transactions with third parties. For this reason, this form of association 
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is more favorable for the partners than the association without the status of a 
legal person. 


Association with the Status of a Legal Person 


An association with the status of a legal person is established by the 
conclusion of a contract between a Bulgarian person and a legal person. Through 
the contract, the partners settle the following in a binding manner: the name 
and headquarters of the association; the object of the activity of the 
association; the period for which the association is to last; the statutory fund 
and the sizes of the portions of the contributions; the rights and obligations 
of the members; the management bodies and the way in which decisions are made; 
the method of representation; the way in which the material-technical 
conditions, marketing and foreign exchange-financial conditions, as well as 
foreign trade activity, are handled; the way in which the balance is drawn up 
and profits and losses are distributed; the method for resolving disputes 
between the association and its members; the causes and method for ending the 
association, as well as for liquidating it. 


The contraci for establishing an association with the status of a legal person 
must be concluded in written form, and at the same time, this constitutes the 
statute for the association. 


A contract for establishing an association with the status of a legal person 
gives rise to relations of a dual nature for the members of the association: 
obligation-legal and status-legal. The origin and continuation of status 
relations are associated with the contribution of capital and the registration 
of the association. With the expiration of the contracted period or the end of 
the association in another manner, the status-legal relations between the 
partners end. By registering, associations with the status of legal persons 
become subjects of law and gain the ability to enter into economic-legal 
relations with third parties. 


The Common Features of Associations of Bulgarian and Foreign Partners 


Both the association without the status of a legal person and the association 
with the status of a legal person,have some common features that allow them to 
be discussed in a uniform manner. 


The Duration of the Association 


The Decree explicitly stipulates that a contract concerning an association 
cannot be signed for a period longer than 15 years. In each concrete case, the 
members of the association and the Council of Ministers are left to decide on 
the optimum period that will make it possible to achieve the basic goals of 
economic cooperation established in the Decree. Also, the Decree provides for 
the possibility that at the request of the members of the association, the 
period of 15 years can be extended with the permission of the Council of 
Ministers. 


The rule is, in both the Bulgarian and Yugoslav economies, that a contract is 
concluded for a fairly long period and no minimum period is set for the 
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duration of the association and the contract. In view of the above, it is 
obvious that this has to do with long-term economic cooperation. While the 
Decree explicitly says how long the association can last, with the possibility 
of an extension, the Yugoslav law leaves this to be established by the partners 
in the contract. The duration of the contract can be explicitly established by 
the contract, but it can also result from the content of the contract. 


Statutory Fund of the Association (the Contributions of the Members of the 
Association) 


The Decree establishes that in order to achieve the goals of an association 
without the status of a legal person, the partners can contribute money, 
know-how, services, and rights. In an association with the status of a legal 
person, however, the contributions of the partners can be money, raw and other 
materials, rights to industrial property, and know-how, as well as the use of 
land, buildings, machinery, and equipment. 


The types of resources invested by the Bulgarian and foreign partners are not 
identical, as a rule. Also, the prices of the resources invested are different 
on the domestic and foreign markets. For this reason, it is also necessary to 
appraise the value of the resources invested. The Decree stipulates that the 
contributions of the partners are calculated in terms of international prices. 
While this will be relatively easy in regard to things and services, it will be 
much more difficult to do in regard to know-how and other nonmaterial rights. 


The Decree explicitly stipulates that the value of the contribution of the 
foreign partner may be higher than 50 percent of the total fund of the 
association. In was, however, only 17 years after the adoption of th ofirst 
regulations that Yugcslavia, in the 1984 Law on Changes and Additions , 
abolished the provision stipulating that the Yugoslav partner had to have a 
majority share in the joint undertaking, with a structure of 51 percent to 49 
percent in favor of the domestic organization of associated labor. Furthermore, 
the principle has always been in effect and implicit in Yugoslavia that the 
basic organization of associated labor in which the funds are invested disposes 
of the funds for the joint undertaking, in the mapper established by the 
regulations and the contract on joint investment. 





The provision of the Bulgarian legislator concerning the size of the contri- 
butions from the foreign partner should be understood to be very encouraging and 
stimulating for foreign partners. Such a solution for the issue of the size of 
the contributions benefits both sides. The Bulgarian partner has received an 
opportunity to achieve a greater accumulation of capital and technology, and the 
foreign partner has received an opportunity for a larger profit. 


In comparative law, it is not usual to set a lower limit for contributions by 
the foreign partner, in absolute or relative amounts. The Bulgarian legislator 
also followed this when he did not set a lower limit for the funds of the 
foreign partner. It is left to the Bulgarian organization and the 

state body that issues permission for the conclusion of the contract to assess 
the minimum funds from the foreign partner through which the goals of the 
association can be achieved. 
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The Decree provides for the pessibility that the contribution by the members of 
the association, cence agreed upon, can be changed. Permission from the minister 
of finance and the minister of foreign trade is required for this change. 


Legal Status of the Pooled Resources 


The Decree regulates in a uniform manner the status of the pooled resources of 
the Bulgarian and foreign partners, but this issue is particularly significant 
for the foreign partner. The way in which this issue is regulated takes into 
account to a considerable extent the position and legal security of the foreign 
capital, and in connection with this also the position of the foreign partner. 


Depending on the status of the foreign resources, several questions arise: how 
the profits and losses are calculated and distributed; control over the part of 
the profit earned--transfer and payments to third parties; reinvestment; and 
repayment of the foreign capital. 


The Decree explicitly stipulates that the association cannot be the owner of 
immovable property on the territory of Bulgaria. Consequently, the members of 
the association are instructed to make use of a contract for the purchase of 
immovable property. The domestic partner, however, in view of the fact that 
partners can also provide the use of land and bvwildings as their contribution, 
will as a rule make this type of contribution. 


In regulating the legal position of the resources poolea, the Decree proceeds 
from the division into immovable and movable property, and from the division 
into irreplaceable and replaceable things. Immovable things, as well as 
irreplaceable things (machinery, equipment, installations, etc.) can be imported 
by the association for its joint use. The monetary funds for importing these 
things can be derived from the contributions of the members of the association 
or from funds obtained through credits. The members of the association retain 
property rights in these resources depending upon the capital invested in their 
purchase. Likewise, when one of the members of the association imports 
machinery, equipment, and installations for use, they repgin the property of the 
partner who imported them, even when they are installed. 


Imported replaceable items and money acquired by the association, which is 
amortized duriug use and utilization, belong to the members of the association. 
Movable items created by the joint activity of the association are joint 
property. They are the property of all members of the association, and their 
parts are not determined by either ideal or real shares. Joint ownership with 
respect to movable items created by joint activity is ownership with respect to 
undetermined parts. An associated partner cannot dispose himself of either the 
whole of the item or parts of it. 


Finally, it should be emphasized that items owned by the foreign partner that he 
has imported into Bulgaria in order to carry out the economic activity 
established by the Decree are not subject to mandatory insurance. 
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Banking and Foreign Exchange-Legal Issues 


Since considerable investment funds are necessary in order to achieve the goals 
of the association, the question arises of whether the partners are required to 
secure the entire amount of the funds by making their contributions, or whether 
part of these funds can be obtained through credits. 


The associated partners (an association without the status of a legal person) 
can obtain credits for the activity of the association from both Bulgarian and 
foreign banks. The Decree, however, stipulates that the Bulgarian National Bank 
determines the conditions under which the Bulgarian partner can obtain a credit 
from a foreign bank. 


As part of the problem of financing, the question arises of whether an 
association with the status of a legal person, after it is established, can 
obtain funds for its activities through credits. Although the Decree does not 
answer this question, it would have to be concluded that there should be no 
formal obstacles to this possibility, especially since this is a new 
organizational form with the status of a legal entity. This is because the 
credits obtained will be borne by both the domestic and foreign partners (the 
association) prior to determination of the profit for distribution, and they 
will be repaid proportionately by both partners. By taking out a credit, the 
association has more basic and working capital at its disposal, and so the 
partners could also count on a larger profit, which is a particular incentive 
for the foreign partner. 


Primarily, for the sake of equality and protection of the domestic currency, the 
Decree stipulates that the monetary funds required for the activity of the 
association are converted from leva into foreign exchange and from foreign 
exchange into leva in accordance with the officially published exchange rate of 
the Bulgarian National Bank. 


The Bulgarian Foreign Trade Bank or its foreign correspondent opens special bank 
accounts for the members of the association (an association without the status 
of a legal person) for leva and for foreign currency. The Bulgarian partner, 
however, can open special bank accounts abroad only with permission from the 
Bulgarian Foreign Trade Bank. 


In the area of Yugoslavia, the Law on Changes and Additions does not obligate 
the contractual partners to secure the entire funds required for achieving the 
goals of the joint undertaking or for the construction of the facilities 
necessary for conducting the joint business. The partners can stipulate by 
contract that part of the funds for financing the joint undertaking will be 
acquired through a credit or loan. This general legal possibility that the 
partners can finance the joint undertaking with the aid of a credit or loan, 
after the conclusion of the contract, is an improvement and enhancement of the 
regulations in this area. The same provision, however, contains two more 
paragraphs, which impose two restrictions on the partners in the joint 
investment. First of all, the amount of the funds acquired through credits 
cannot be greater than the amount invested by the participants in the joint 
undertaking; and in the second place, the credit gr loan obtained is to be 
repaid from the income earned by joint business. 
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Joint Participation in the Distribution of Profits and Losses 


The Decree established that the profit earned and the losses that occur are 
distributed between the members of the association in proportion to the 
contributions that they made to the association, unless the contract says 
otherwise. The right of the foreign partner to share in the distribution of the 
profit earned is guaranteed by the Decree and by the contract for association. 
As a rule, the association, by carrying out its activity, earns a certain profit 
which belongs to the members of the association. The right to the profit 
belongs to the associated partners as long as the association exists. While the 
joint activity is being carried out, losses can occur, which the members of the 
association are responsible for covering. The Decree stipulates that any clause 
excluding any partner in the association from sharing in pearing the losses, or 
in sharing in the distribution of the profit, is invalid. 


Right of the Foreign Partner to Transfer the Profit 


The Decree guarantees the foreign partner the right to transfer the profit 
achieved. This right is exercised in accordance with the provisions of the 
association contract. The Decree, however, does not mention anywhere which 
currency the transfer of the foreign profit will be made in, leaving it up to 
the members of the association to regulate this issue in detail through the 
contract. 


If in carrying out its activity the association produces for the foreign market, 
the issue of transferring the profit of the foreign partner does not arise. If 
this is not the case, however, one would have to adhere to the position that the 
Bulgarian Foreign Trade Bank or another bank would have the guarantee that the 
foreign partner could transfer the profit earned in a convertible currency. 
Otherwise, the main prerequisite for investing capital in the Bulgarian economy 
would not exist for the foreign partner. 


The Decree establishes that every member of the association disposes of the part 
of the profit that belongs to him, and that the foreign partner can either use 
his part in Bulgaria or take it out of the country. In conection with this, it 
should be emphasized that through the size of the tax, the foreign partner is 
encouraged to reinvest the profit earned. 


Finally, workers and experts who are foreign citizens can send abroad up to 50 
percent of their salaries and other compensations earned in connection with the 
activity regulated by the Decree. The question also arises here of the currency 
in which salaries are paid to the workers and experts from abroad. At least 50 
percent of their salaries should be paid in a convertible currency; otherwise, 
the foreign workers and experts will not have the basic motive for employment in 
a foreign country. 


Management of the Association 


The Decree stipulates that the partners can agree that the association will be 
managed by a management board (a business committee) and a board of directions 
(administrative committee). The contract can also specify the authority of the 
management board and the board of directors, as well as the number and 
distribution of the positions on them. For the regular activities of the 











association, authority can be given to individual members of the management 
board and the board of directors. 


The management board determines the business policy of the association, and 
meets at least once a year. Furthermore, the management board particularly sets 
the main directions for the activity of the association; appoints the director; 
establishes the balance, and distributes the income and the losses incurred, 
unless the association contract provides otherwise. The chairman of the 
management board is a Bulgarian citizen, which means that this management 
position is not open to a foreign citizen. 


As a rule, the board cf directors performs the function of operational 
management. It manages the regular activity of the association, unless the 
contract provides otherwise. The chairman of the board of directors must also 
be a Bulgarian citizen. 


The decisions of the bodies of the association are made unanimously. Decisions 
about the activities of the association are made with the consent of all members 
of the a iation, or all members of the management board and the board of 
directors. 


Approval of the Contract and Registration of the Association 


On the basis of the Decree, the Council of Ministers is responsible for issuing 
approval for the signing of the association cortract. In other words, the 
contract cannot be concluded until the members of the association obtain 
approval (permission) for signing (concluding) the contract. 


The members of the association are required to submit a request for approval for 
the signing of the contract. The request is submitted to the Council of 
Ministers. s body is required to issue or deny permission for the signing of 
the contract. The permission obtained for signed the contract is a condition 
for concluding a contract to establish an association. Without the issue of 
such permission, it will not be possible to conclude the contract, and it will 
not be possible to conclude the contract, and it will be legally invalid. If a 
contract is concluded without permission from the Council of Ministers, it will 
be legally without effect, and unless permission is subsequently issued, the 
foreign partner could not seek fulfillment of the contractual obligations, and 
would not have a right to demand compensation of damages as a result of the 
nonfulfillment of these obligations. A question could arise, however, as to a 
possible noncontractual responsibility on the part of the Bulgarian partner. 


Proceeding on the basis of the administrative system for business in Bulgaria, 
the Council of Ministers does not merely assess legality, but also becomes 
involved in assessing the advisability of the association contract, which means 
that it is up to it to have the final word on the signing of the associatign 
contract between the state economic organization and the foreign partner. 


The Decree.does not provide for the right to an appeal by the contractual 
partners, and the Council of Ministers is not obliged to explain its 
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decision (which does not mean that it cannot do so). A refusal to explain a 
decision should be an exception (e.g. reasons of national security, the 
protection of state and military secrets). 


After obtaining approval from the Council of Ministers, the partners sign the 
association contract and submit it for registration. The association is 
registered at the Bulgarian Trade-Industrial Chamber. The registration includes 
the name and headquarters of the association, the object of its activity, and 
the method of representation. The act of registration is constitutive in 
nature; at the moment of registration, the association receives the status of a 
legal entity, i.e. the status of a legal person. 


Taxation of the Profit of the Foreign Partner 


The Decree provides for different methods of taxation for the association 
without the status of a legal person and for the association with the status of 
a legal person. 


Taxation of the Profit of the Foreign Partner 


The Decree provides for different methods of taxation for the association 
without the status of a legal person and for the association with tre status of 
a legal person. 


Thus, for an association without the status of a legal person, the profit of the 
foreign partner is taxed at the rate of 30 percent of the part that is sent out 
of the country, and 20 percent of the part that is invested in the Bulgarian 
economic activity established by the Decree. Through this method of taxation, 
the foreign partner is encouraged to reinvest part or all of the profit for 
increasing his share in the statutory fund of the association, or to invest his 
profit in an activity in which economic cooperation is permitted, since in this 
way the tax is reduced by 10 percent. 


The profit of an association with the status of a legal person, which is 
determined by the yearly balance for distribution, is taxed at the rate of 20 
percent. After the taxation and the distribution of the profit among the 
members of the association, the profit of the foreign partner is taxed with a 10 
percent tax if it is taken out of the host country. This means that even for an 
association with the status of a legal person, the profit of the foreign partner 
that is taken out of the country is taxed at the rate of 30 percent, but the 
taxation procedure is different. Specifically, for an association without the 
status of a legal person, the profit earned is first divided among the partners, 
and then the profit is taxed. For an association with the status of a legal 
person, however, first the entire profit of the association is taxed, and then 
it is distributed among the partners. 


The tax that the foreign partner pays on the part of the profit that he earns 
from a joint undertaking in Yugoslavia is subject to regulation by republic or 
provincial legislation. The rate of the tax on the profit of the foreign 
partner differs, depending on the republic or province in which the funds are 
invested. Foreign partners have criticized this method of taxation as being 
unfair, since it taxes only the foreign investor. Domestic financial experts 
feel that its fiscal significance is negligible. 


154 

















The base for payment of the tax on profit in Bulgaria is determined by the 
yearly balance. The profit for taxation is reported within a period of three 
months from the day on which the yearly balance is established. The report is 
submitted to the financial section of the district people's council or to the 
appropriate municipal people's council for the area where the headquarters of 
the association is located. The decision establishing the tax is made by the 
head of the financial section of the district people's council or the 
appropriate municipal people's council. An appeal against this decision can be 
submitted within a period of 15 days from the day of his notification to the 
appropriate body (commission) of the Ministry of Finance. This commissior 
consists of a chairman, who is a member of the Bulgarian Supreme Court, and two 
members, one of whom is a representative of the minister of finance, and the 
other a representative of the minister of foreign trade. The decision made by 
the commission is final, and the tax is paid within a period of 10 days from the 
day on which the decision establishing it goes into effect. 


Finally, the Decree provides for the possibility of exemption from a tax on the 
profit of the association, or the possibility of a reduction of this tax, but 
for a specific period of time. In this regard, the minister of finance and the 
minister of foreign trade are given the ability to exempt an association from 
paying the tax or to reduce its amount for the period starting with one year but 
in any case not longer than 3 years from the beginning of the economic activity, 
in accordance with the results achieved. 


Interest is paid on taxes that are not paid on time, in accordance with the Law 
on Interest on Taxes, Duties, and Other State Fees Paid to the State. 


Bank and Other Guarantees 


When the association is being established, the Bulgarian and foreign partners 
can agree upon commercial conditions aimed at ensuring that the obligations 
undertaken are fulfilled. The Decree, however, provides for the possibility 
that the Bulgarian Foreign Trade Bank can provide bank guarantees. This bank 
can guarantee that the foreign partner (member of the association) will be 
compensated for property damages resulting from acts by individual bodies of the 
Bulgarian state. Naturally, all issues relevant to this type of guarantee must 
also be regulated. 





On the basis of the SFRY Constitution, the rights of a foreign person in regard 
to the funds that he has invested in an organization of aggociation labor in 
Yugoslavia cannot be reduced by a law or other regulation , after the contract 
establishing these rights has become fully effective. This constitutional 
principle represents a guarantee for the foreign partner of the rights that he 
has acquired at the moment when the contract on joint investment has become 
valid. The rights of the foreign partner will be assessed on the basis of the 
contract, and in accordance with the regulations that were in effect at the 
moment when the contract became fully effective. This type of constitutional 
guarantee for the foreign partner was inevitable, since the Yugoslav legal 
system is subject to frequent changes. 


Can the Bulgarian Foreign Trade Bank (or Bulgarian National Bank or another 
state body) also give other guarantees? For example, can the Bulgarian 
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Foreign Trade Bank guarantee that the foreign partner will be able to transfer 
profits in a convertible currency or transfer profits abroad? The Decree does 
not provide answers to these and other questions. Consequently, they must be 
sought in other Bulgarian regulations, practice, and legal theory. 


Customs Regulations 


The Decree explicitly stipulates that when the foreign partner or the domestic 
organization imports raw and other materials and equipment intended for 
production for export, it is exempted from customs duties on these imports. 
Customs duties are paid, however, on imports of raw and other materials for 
production for the domestic market, at the rate establishe- *~ Bulgarian customs 
regulations. Only in exceptional cases, taking into accov ~ che nature of the 
economic activity, the minister of finance and the minister of foreign trade can 
reduce the customs duties, or exempt imports of raw and other materials intended 
for production for the domestic market from them. This will most often be the 
case in regard to products that are in short supply on the domestic market, and 
that must be imported from abroad. 


The Decree regulates the customs system in even more detail for economic 
cooperation through coproduction. Specifically, in all cases in which 
machinery, equipment, or devices for temporary use are imported on the basis of 
a contract on industrial coproduction in the country, no customs duties are 
paid. Obviously, in this case the regulations are encouraging for both foreign 
and domestic partners. The impression is given that through this type of 
customs system, the state bodies were attempting to intensify this form of 
cooperation. 


Finally, as is the case with the tax on profit if not paid on time, interest is 
paid on customs duties which are not paid on time, in accordance with the Law on 
Interest on Taxes, Duties, and Other Fees Paid to the State. 


Working Relations and the Social Security of Workers Within the Framework of the 
Association 


The Decree gives the attention due to the issues of the working relation and the 
social security of the workers employed by the association. These issues are 
particularly significant for the legal position of workers and experts from 
abroad. 


The working relations and “social security" of the workers and employees of the 
association who are Bulgarian citizens are governed by Bulgarian regulations. 
These relations have to do with the establishment of the working relation, work 
day, leave, health and social insurance, work safety, etc. 


In contrast to Bulgarian citizens, the working relations of foreign workers and 
experts within the framework of the association are regulated by the association 
contract and a contract on labor. 


As for the social insurance of the workers and employees of the association, the 
Decree establishes the mandatory payment of insurance contributions. Thus, the 

insurance contribution for workers and experts from abroad is 20 percent of the 

compensation paid for their work. Likewise, according to the Decree, workers 
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and experts (foreign citizens) must be insured for the event of temporary 
incapacitation, but in accordance with Bulgarian regulations. 


Termination and Liquidation of the Association 


An association established on the basis of a contract between a Bulgarian legal 
person and a foreign partner usually ends after the expiration of the contract 
period or by agreement between the associated partners. 


An association that came into being through the conclusion of a contract for a 
certain period, with the maximum period being 15 years, ends with the expiration 
of the period agreed upon. This is the regular and simplest way for an 
association to end. The partners, however, can agree that under certain 
circumstances, the association will end even prior to the period agreed upon 
(cancellation by agreement). This will usually be the case if the association, 
in performing its activity, ends up with a loss, or if the goals set for the 
association by the contract or statute of the association are not achieved. 


Unless it is agreed otherwise, the association will also end in the following 
cases: 1) when there is no possibility of achieving the goal of the 
association; 2) when one of the members of the association is declared 
insolvent; 3) when one of the members of the association fails to fulfill the 
fundamental obligations from the contract; 4) when.g member of the association 
who is a physical person dies or becomes bankrupt. In this case, the member 
of the association may, after the contract ends, take his part of the 
liquidation amount out of Bulgaria or transfer it to the Bulgarian member of the 
association, or to some other Bulgarian legal person. 


In view of the reasons for liquidation of the association, the procedures for 
implementing the liquidaiton also differ, and may take the following forms: 
liquidation by offer in bankruptcy proceedings, voluntary liquidation by a 
decision of the association (the management board), and “automatic” liquidation, 
because of the passage of the time for which the association was established. 


After the liquidation procedure is carried out (it is conducted in accordance 
with Bulgarian regulations), the remaining property rights are common and belong 
to all members of the association. Their parts correspond proportionately to 
their shares in the statutory fund of the association. After the joint property 
is shared, the Bulgarian partner has the right to purchase the property of the 
foreign partner, under the conditions stipulated by the contract. If no 
agreement is reached on this, the foreign partner can transfer his part of the 
liquidation amount to some other Bulgarian legal person. On the basis of the 
Decree, however, the foreign member of the association is given the opportunity 
to take his part of the liquidation amount out of Bulgaria. 


Settlement of Disputes 


Relations between the state economic organization and the foreign partner are 
resulated by the Decree and the contract. Through the creation of the 
association and the specification of its activities, relations of coordination 
and cooperation are created between the members of the association, in order to 
achieve the designated goals as successfully as possible. 
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Disputes can and do occur after the establishment of associations. These 
disputes can arise in connection with the interpretation of the contract or 
individual provisions in it, while the contract is being carried out or when it 
is cancelled. In these cases, the partners may agree to entrust the disputes 
that have arisen to the competent domestic court, or even to some domestic or 
foreign arbitration. When the agreement is reached on *rbitration, the 
arbitration clause can be contained in the contract or in a separate document. 
In any case, the agreement on the competent arbitration has to be given in 
written form. 


In case questions occur during the fulfillment of the contract that are not 
regulated by the Decree or the contract, they will be settled, according to the 
Decree, by mutual agreement between the interested partners. In the event that 
they do not come to an agreement on this, however, the disputed issues are taken 
before the jointly agreed upon arbitrators. The solution adopted by these 
arbitrators constitutes an integral part of the contract. The identical 
procedure is used to settle disputes arising in connection with the 
interpretation, fulfillment, or cancellation of the contract. Disputes 
arising between the association and Bulgarian physical or legal persons come 
under the jurisdiction of Bulgarian courts. These disputes can be taken before 
arbitrators agreed to by the parties, when the party in the dispute is a 
Bulgarian legal person. 


Labor disputes in which the party is a worker or expert from abroad are under 
the jurisdiction of Bulgarian courts. A Bulgarian court will not have 
jurisdiction over these disputes, however, if the employer is the foreign 
partner. 


Final Considerations 


On the basis of this description of the contents of the Decree’, it can be 
safely concluded that Bulgaria has adopted a special legislative system to cover 
the investment of foreign capital on its territory. In other words, the 
contents of the provisions of the Decree go beyond the limits of the Bulgaria: 
economic system. The SFRY Constitution, however, has established that the 
workers of an organization of associated labor utilizing the funds of foreign 
persons have the saame socioeconomic and other self-management rights as the 
workers of organizations of associated labor utilizing the funds of other 
domestic organizations in their business. It has also established that the 
foreign person who has invested funds in an organization of associated labor can 
share in the income of that organization only within the limite and under the 
conditions that are established fos ,the mutual relations of domestic 
organizations of associated labor. Both constitutional principles establish 
that the relations of the foreign partner and the domestic organization of 
associated labor have to be carried out with the framework of the unified 
Yugoslav system for doing business, based on social ownership and 
self-management. In this way, any possibility of deviation from the 
self-management way of doing business is eliminated. 


The members of the association retain their right of ownership in the resources 


of the association (mixed capital), depending upon the amount of capital 
invested for purchasing them. [Even when they are installed, the machinery, 
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equipment, and installations remain the property of the partner who brought thes 
into the association. In the SFRY, with the approval and registration of the 
joint investment contract, the resources from the foreign partner enter the 
system of social ownership. The domestic organization of associated labor, with 
respect to the foreign partner, only has an obligation to repay the value of the 
funds invested, in the amounts and periogs contracted for, in accordance with 
the joint investment contract concluded. 


The association is managed by a management board and a bourd of directors. The 
management board sets the business policy of the association, and the board of 
directors has the function of the operational management of the association. 
The decisions of the bodies of the association are sade unanimously, while 
decisions on the activity of the association are made by the agreement of all 
the members of the association, or all members of the management board and the 
board of directors. On the basis of the Law, the Yugoslav organization of 
associated labor and the foreign partners have the legal ability to form a joint 
business body, within which decisions are made by agreement on current issues 
related to their joint business. On all of the more significant issues, 
decisions are made by the assembly of workers and the workers’ council of the 
organization of associated labor in which the funds of the foreign partners are 
invested. The changes and additions to the Law provide that the joint business 
body decides on all issues related to the joint undertaking. 


The Decree mainly expresses the positions of the legislator, if we ignore minor 
omissions that can be clarified and specified by the statute (contract) of the 
association. The Decree uses standardized terminology and is acceptable for the 
foreign partner. The main obstacles to more rapid implementation of the 
provisions of the Decree should be sought in the following facts: the 
administrative nature of the Bulgarian economic system; the centralized state 
method of economic planning; state ownership as the basic property-legal 
relationship the limited economic and legal aytonomy of economic subjects (state 
organizations); Bulgaria's membership in CEMA’; business conditions, etc. With 
these characteristics, Bulgarian socioeconomic relations have given rise to many 
unique features in the area of the investment of foreign capital in the 
Bulgarian economy. It can be said that all of the more significant issues 
related to the pooling of capital between the Bulgarian and foreign partners 
through the creation of the association are under the contro] of state 
organizations--the Council of Ministers, the Bulgarian National Bank, the 
Bulgarian Foresgn Trade Bank, the minister of finance, and the minister of 
foreign trade. The Yugoslav Law, even after its changes and additions, leaves 
d‘lemmas: the positions in the Law are not presented precisely enough; the lack 
of teminological stndardization, the lack of coordination among the provisions, 
and the unsystematic approach of the Law; the issue of management of the funds 
invested; the issue of ensuring the repatriation of foreign capital and the 
transfer of profits; barriers associated with the Law on Foreign Exchange 
Transactions and Foreign Credit Relations; the creation of new forms of joint 
investments, especially in the areas of tourism and providing 
health-recreational services; and frequent changes in the Lav. 





In regard to the establishment, registration, and operation of the mixed 
associations, the Bulgarian legislator essegtially does not differentiate 
between foreign legal and physical persons. The same is true of the 
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conclusion of a joint investment contract in Yugoslavia. A foreign physical 
person can also be the partner of a domestic organization of associated labor, 
provided that he has the status of a trader in accordance with national 
legislation. 


An association that is registered as a legal person, with ite headquarters in 
Bulgaria, is considered a Bulgarian legal person. Since such an association has 
mixed capital, however, it cannot be classified as a socialist state economic 
organization. For this reason, the relations of thé association (which has 
mixed capital) with Bulgarian legal and physical persons are regulated by the 
regulations of Bulgarian civil law. These issues do not arise for a Yugoslav 
organization of associated labor in which foreign capital is invested, since it 
is performing its activity within a unified economic system, in accordance with 
the constitutional and legal regulations. 


Bulgaria's Decree is comprehensive, since it regulates all of the issues 
relevant to the investment of foreign capital: the duration of the association; 
the statutory fund of the association; the legal status of the associated funds; 
banking and foreign exchange-legal issues; bank and other guarantees for the 
foreign partners; joint participation in the distribution of profits and losses; 
the right of the foreign partner to transfer the profit; the right of the 
foreign partner to repatriation of his capital; management of the association; 
approval of the contract; the conclusion of the contract; the content of the 
contract; the registration of the association; taxation of the profits of the 
foreign partner; customs regulations, labor relations, and social security for 
the workers of the association; the termination and liquidation of the 
association; and the settlement of disputes. It is only in regard to some legs 
significant issues that the Decree cites and refers to domestic legislation. 


These legal forms for joint investments in Bulgaria differ from similar 
investments in other socialist countries (e.g. in Yugoslavia, China, and Cuba), 
both in regard to the organizational-legal forms and the proeprty rights of the 
foreign investors, and in regard to other issues (e.g. the transfer of profits, 
the repayment of the capital, management and administration, and taxation). 


Finally, if Bulgaria wants to restore the reputations of many of its products on 
the international market, and to win a more favorable place in the international 
division of labor, it must thoroughly modernize technological production 
processes. The possibilities for such undertakings within the framework of CEMA 
are mostly limited, and so far have not yielded the expected results for the 
Bulgarian economy. The orientation toward establishing a large number of 
medium-sized and smaller enterprises with the gost modern technology--as noted 
in the long-term program of the Bulgarian Communist Party for improving the 
quality of productse--is imperatively leading our neighbor to open the door more 
widely gnd more courageously to very diverse cooperation with the developed 
world. It is in this context that one should view the implementation of the 
Decree on the Association of Bulgarian Legal Persons and Foreign Legal and 
Physical Persons. 
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FOOTNOTES 


“Bulgaria is increasingly aware of the inevitability of various types of 
industrial coproduction and the pooling of labor and funds with partners 
from the developed Wester: countries. Little is written and said about such 
arrangements and undertakings here, however, and on rare occasions. This is 
to avoid calling into question before the domestic public--as is continually 
emphasized here--the ‘destined linkage’ between the Bulgarian economy and 
the CEMA countries, sbeve all the Soviet Union." S. Mijalkovic, "Western 
Capital in Bulgaria,” POLITIKA, 24 December 1984, p. 4. 


Decree no. 535 on economic cccperation between Bulgarian persons and foreign 
legal and physical persons, 25 March 1980, DRZAVEN VESTNIK, NO. 25/80. 


The Yugoslav Law on the Investment of the Funds of Foreign Persons in 
Domestic Organizations of Associated Labor proceeds from the assumption that 
@ joint investment contract can be concluded in all areas, and that the 
ares in which the investment of foreign capital is not permitted are 
estaiished by law. Thus, joint investment contracts cannot be concluded in 
the areas of insurance, trade, and social activities, except for scientific 
research activity and health-recreational services. Only in exceptional 
cases, the Federal Executive Council, on the basis of the agreement of the 
appropriate republic and provincial bodies, can prescribe that a domestic 
organization of associated labor can conclude a contract on joint investment 
in certain social activities, if this will contribute to the development of 
the activity in question. Joint investments in the area of banking are 
governed by federal law. So far such a law has not been passed. See 
article 11 of the Law on the Investment of the Funds of Foreign Persons in 
Domestic Organizations of Associated Labor (corrected text), SLUZBENI LIST 
SFRJ No. 5/85 (hereinafter referred to as the Law). 





"To date, cooperation with Western firms has mostly taken the forms of 
industrial coproduction and specialization. In this regard, Bulgaria is 
particularly interested in licenses and the application of the most modern 
technical achievements that have occurred in the Western world. For the 
time being, there has been less establishment of mixed economic 
organizations, although the Bulgarian legislator, even 4 years ago, 
permitted such business arrangements by Bulgarian organizations with legal 
or physical persons from the capitalist world." S. Mijalkovic, op. cit. 


Investments of the funds of foreign partners in Yugoslav organizations of 
associated labor are permitted for the sake of broader and more long-term 
participation in the international division of labor, acquiring modern 
(Western) technology, increasing exports and supplies for tie domestic 
market, reducing imports, and promoting the work and business of domestic 
organizations of associated iabor. See article 1 of the Law. 


Based on the Law, a joint investment contract can provide for the right of 
the foreign partner to recover certain items (real rights) that he has 
contributed to the Yugoslav organization of associated labor. In 
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accordance with this right, the foreign partner can take such an item out of 
Yugoslavia. To the best of our knowledge, such situations are the exception 
in practice. See article 38 of the Law. 


Article 29 of the Decree explicitly situplates that the appropriate 
provisions of chapter 2, which deals with associations that do not have the 
Status of a legal person, are to be used to settle issues that are not 
regulated in chapter 3, which deals with associations with the status of a 
legal person. 


The Law stipulates that a contract cannot provide for the permanent 
participation of the foreign partner in the income (profit) of the 
organization of associated labor, and that a joint investment contract can 
be cancelled before the time established by the contract. See articles 13 
and 18 of the Law. 


The Yugoslav regulation is less precise concerning this issue. 
Specifically, the Law stipulates that items and rights that are invested in 
the joint undertaking must be assessed realistically, in accordance with 
regulations. See article 34 of the Law. 


The Law on Changes and Additions to the Law on the Investment of the Funds 
of Foreign Persons in Domestic Organizations of Associated Labor, SLUZBENI 
LIST SFRJ, No. 64/84 (hereinafter, the Law on Changes and Additions). 


See article 14 of the Law. 


In the Yugoslav economy, on the basis of a joint investment contract, the 
funds of the foreign partner enter the system of social ownership. 


See article B of the Law. 


The Yugoslav Law provides for a specific method of distributing the joint 
income that is earned on the basis of a joint investment contract. See 
articles 18-24 of the Law. 


On the basis of the Law, the partners in the joint investment in the 
Yugoslav economy have the ability to form a joint business body. See 
articles 15-17 of the Law. 


The Decree does not establish a period for the adoption of a decision by the 
Council of Ministers. 


A different solution was supported in the Yugoslav Law, since a joint 
investment contract is first concluded between the partners, and is then 
submitted for approval by the appropriate federal administrative body. 


The Yugoslav Law provides for the right of an appeal against a decision by 
the Federal Committee for Energy and Industry made in regard to a request 
for the approval of an investment contract. The appeal must be addressed to 
the Federal Executive Council within 15 days. See article 15 of the Law. 
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19. The Law on Changes and Additions expands this provision: "or current 
economic policy measures regulating this joint investment." See article 5 
and 6 of the Law. 


20. On the basis of the Law, a joint investment contract can be cancelled before 
the time established by the contract, if losses occur over the course of 
several years of joint business, or the joint goals established by the 
contract are not achieved, when one party to the contract does not fulfill 
fundamental obligations in the contract, and in the event that there has 
been a fundamental change in the circumstances that existed at the time when 
the contract waas concluded. See article 13 of the Law. 


21. Disputes related to a joint investment contract that occur between the 
Yugoslav organizations and the foreign partners are settled by the 
appropriate court in Yugoslavia, unless the contract provides that such 
disputes will be settled by the Foreign Trade Arbitration Board of the 
Yugoslav Economic Chamber or by some other domestic or foreign arbitration 

' board. 


22. The main reason for such a detailed approach to this topic is that the 
establishment of an association, from the economic and legal points of view, 
is a higher form of cooperation between Bulgarian state economic 
organizations and foreign firms than industrial coproduction. 


23. See article 27 of the SFRY Constitution. 
24. See article 25 of the Law. 


25. “The fact is that the Bulgarian economy's maneuvering room for pooling labor 
and funds with partners in the developed Western countries is fairly 
limited. More than three quarters, 76 percent, of Bulgaria's foreign trade, 
industrial coproduction and specialization, and other forms of economic 
cooperation are with the CEMA countries. Likewise, Bulgaria has recently 
increased its foreign trade with the developing countries, especially in 
Africa, and is developing comprehensive cooperation with them." S. 
Mijalkovic, op. cit. 


26. “Today, Bulgaria is engaged in foreign trade with 115 countries in the 
world. With a large number of them it enters into very diverse forms of 
industrial coproduction and cooperation. As for the establishment of mixed 
associations, in addition to the CEMA countries, Bulgarian organizations 
have entered into such business cooperation with some firms in Italy, 
Greece, Belgium, Japan, and several other countries. It has been announced 
that such business relations have also been concluded with partners in 
Britain, Austria, Switzerland, and the United States." S. Mijalkovic, op. 
cit. 


27. See S. Mijalkovic, op. cit. 
28. The Yugoslav legislator, in view of the specific model for joint 


investments, did not try to regulate the investment of foreign capital in 
organizations of labor in a comprehensive manner. 


29. S. Mijalkovic, op. cit. 
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[Article by Milos Macura: "The Agricultural Population of Yugoslavia: 
Projections and Prospects" ] 


[Text] Although the agricultural population and work force are still today 
relatively large, it is obvious that Yugoslavia is approaching a situation in 
which serious attention will have to be given to the human factor--to the 
producer of food and agrarian raw materials. With an increased tendency away 
from agriculture, two warnings become ever more urgent. The first is that 
enough food and raw materials must be produced for domestic consumption and 
export. The second is that conditions must be created which will provide a 
sufficiently large and appropriately structured work force for such production. 
Technical progress in agriculture generally, and coming revolutionary changes in 
the technology of raising crops and livestock in particular, would require that 
within this structure due care be devoted to the scientific and technical work 
force. 


Two Projections of the Development of the Agricultural Population 


Two projections which have been developed independently of one another deal with 
the quantitative development of the agricultural population and work force. The 
first was published in 1981 in a study of the Economic Institute in Belgrade, 
"Population and Employment in the Long-term Development of Yugoslavia", while 
the second was reported in a work by Dr. Dusan Breznik and Goran Panev, "The 
Agricultural Population Up To the Year 2001". The first is based on the 
cohort-component [Kohomtno-Komponentni] method, adapted for the estimation of 
the parameters of the agricultural and working populations, while the second 
presents in essence a mathematical extrapolation. 


Projection 1 gives higher values for 1$/71 than does Projection 2 because it 
includes workers temporarily employed in foreign countries and members of their 
families according to their occupations before leaving Yugoslavia, while the 
second variant is concerned only with the population which is in fact in the 
country. For 1980 and later years, Projection 1 takes into account the entire 
Yugoslav agricultural population, including those working abroad, which is not 
the case for Projection 2. It is for this reason that between the years 1971 
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and 1981 there is shown such a great decrease in a, icultural population (as 

well as in working agricultural population), which can in no way be explained. 
The smaller share represented by agricultural populetion in the year 2000 
(13.5:10.7 percent) is a logical consequence of the slower decline in agricultural 
population shown in Projection 1 as compared to Projection 2. 


The working agricultural population declines very rapidly in Projection 1, and 
in the year 2000 it is supposed to total around 1.2 million workers. This is a 
consequence of modernizing the rates of economic activity of age-gender groups 
in the agricultural population, which are almost the same as the corresponding 
rates for the nonagricultural population. In Projection 2, in which the method 
of ratios is applied, the working agricultural population decreases 
significantly more slowly, and in the year 2001 is supposed to reach 1.6 
million. The rates of economic activity in the final year of the projections 
are estimated at 35.3 percent and 56.2 percent, respectively. While the first 
rate is obviously low, because the significance of the employment of women is 
underestimated, the second is obviously too high and has characteristics of the 
traditional rate. 


Projections of Aericultural and Working Agricultural Populations Up To Year 2000 
in Two Variants [Table] 





Projection 1971 1980 1990 2000 





Economic Institute (1) 








Agricultural population (thousands) 7844 5482 4092 3289 
Working agricultural population (thousands) 4208 2816 1833 1162 
Agricultural pop. as Z% of total 38.2 25.0 17.8 13.5 
Level of economic activity 53.6 51.3 44.7 35.3 
Breznik and Panev (2) 1971 1980 1990 2001 
Agricultural population (thousands) 7515 4543 3878 2758 
Working agricultural population (thousands) 3903 2619 2200 1551 
Agricultural pop. as % of total 36.6 20.3 16.0 10.7 
Level of economic activity 51.9 57.5 56.7 56.2 


Prospects for Demographic Stabilization in Agriculture 


For the purposes of this analysis, it is not necessary to enter into more 
detailed evaluations of the projections under consideration. It is probably not 
wrong to assume that the agricultural population at the end of this century may 
total between 2.8 and 3.3 million, while the working agricultural population 
might reach between 1.2 and 1.6 million. If by that time the number of those 
employed in the social sector increased to about 250,000-280,000, the private 
producer would, in a population which remained constant, continue to be by far 
the most numerous element in the agricultural population. It is obvious that 
with such a future outlook, unconventional methods for the socialization of 
agricultural production are of exceptional importance. 
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When the agricultural population approaches the magic figure of 10 percent of 
the total, it will probably reach an optimal level, with respect to the natural 
and geographical conditions of agriculture. If demographic stabilization can be 
expected somewhere around the beginning of the 2lst century, then relatively 
stable demographic conditions can probably be expected in agriculture as well. 
The exodus of the agricultural population would decline, since there would no 
longer be room elsewhere to absorb it. However, one must not imagine that 
migrations away from agricultuye would disappear. Their continuation should be 
expected, while at the same time other people would be moving into agriculture. 
The basic economic assumption underlying this situation would be the reduction 
of relative differences in income and living conditions between agriculture and 
nonagricultural sectors. 


The predicted decrease in the agricultural population would significantly reduce 
the burden of people on the land. The agrarian population would probably reach 
a relatively low level, low for Yugoslav conditions. To the extent that this 
decline in agricultural population is more consistent than it has been in the 
past, a tendency toward an increase in the average size of the family farm will 
probably appear. It would of course be necessary to support this tendency, 
since the creation of economically stronger farms is unquestionably in the 
interest of the economy and society. The agrarian maximum of 10 hectares of 
cultivated land should not be allowed to hinder this. 


Every possible projection of the agricultural population must begin from the 
assumption that it is essential to create conditions in the countryside such 
that a suitable number of young men and women will stay in agriculture. This is 
essential on one hand to provide a work force, and on the other to rehabilitate 
the birth rate and enable natural growth to reach the point necessary for simpie 
maintenance of the population level. Among the measures which are being 
mentioned in this connection, emphasis should be given to the dispersion of 
industry into agricultural areas and urbanization of the countryside. A 
correlate of these measures is the development of mixed agricultural/non- 
— forms, among which mixed households have a significant role to 
piay. 


Mixed Households 


Here the question arises, as to whether the mixed household ought to be 
considered a permanent category which corresponds to the goals of the 
development of a socialist society. This question imposes itself on anyone who 
concerns himself with the problems of a mixed economy and demography, and in 
different phases a variety of answers have been put forward. In his day, 
Krasovec showed the evolution of views on this issue, beginning from that which 
holds that in the economy and in society, pure and not mixed forms are closer to 
Marxism, thus implying the transitional nature of the latter, and proceeding up 
to that which holds that the mixed forms constitute a permanent category. It 
appears, however, that to reach a definitive judgment on this matter would be 
difficult, since the phenomenon is relatively new and of short duration, and 
that one may justifiably accept mixed forms as a reality which will endure for a 
definite time. 
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Support for the implementation of mixed forms in general in order to solve 
serious problems of the economy and development does not mean, however, that it 
is necessary to nurture and develop these forms as if they had taken form in our 
society in a spontaneous manner. Many irrationalities are concealed in a great 
number of small farms which do not have a permanent work force. The present 
system of inheritance leads to the fragmentation of properties and the 
uneconomic utilization of land-holdings. Double occupations are entirely 
unregulated and not infrequently are the occasion for violations of labor 
discipline and the abuse of social security. This whole area needs to be put in 
proper order, and here the most urgent demand is that the land should only be in 
the possession of those who work it. Immediately following this is the demand 
for the organization of labor relations in connection with double occupations, 
especially when one of these is on a family farm. But if a need is felt to 
regulate mixed [occupational] relations, this still does not mean that their 
existence or reproduction must be prevented. One must understand the tendency 
of nonagricultural workers to become involved in agriculture as a part-time 
occupation not only as a momentary economic necessity, but also as work in 
another area which is a source of satisfaction and serves as recreation for the 
urban man. 


Abandonment of Agriculture, But Not of Ownership [Boxed insert p 8] 


The law on inheritance in agriculture was not satisfactorily resolved in our 
country before World War II either. In contrast to the situation in Western 
European countries--which were in the same way faced with the influence of 
agrarian overpopulation on the fragmentation of properites and lots and 
stipulated the eldest son as heir to the entire property--in pre-war Yugoslavia 
the right of inheritance was held by all male children, and in some places also 
by female children. Led by respect for the equal right of women, and entirely 
disregarding the implications of such a decision for agriculture, legislation 
after World War II made male and female children equal in matters of 
inheritance, thus opening the way for further fragmentation of properties. 


The consequences of the inheritance law, which did not favor those who remained 
in agriculture, were so difficult that many male and female heirs abandoned 
agriculture, though not their ownership of the land. One of the economic and 
social paradoxes--whether viewed from the standpoint of all of society, or from 
that of agriculture--lies precisely in the fact that the farmer, in acquiring a 
job in the social sector, retains his right to ownership of the land. Such a 
farmer does not directly make a contribution for the opening of a place in 
nonagricultural work, nor does he bear any burden for construction of the 
apartment which he receives from society. At the same time he is depriving of 
agricultural land that member of his family who remains in the countryside and 
for whom the plot of land is a source of existence, a condition for the growth 
of production and productivity of labor. These hybrid relations have resulted 
in a large number of mixed farm-households where a relatively high standard of 
living is being attained, although their members are achieving a low rate of 
productivity--both in agriculture and outside agriculture--Nikola Stanic has 
said. 
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LINK BETWEEN INFLATION, REAL INTEREST RATES VIEWED 
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pp 18-20 


[Article by Branko Colanovic: "The Blank Pages of Economic Policy") 


[Text] If we continue in the same way as now, in two years the ecosony will 
be paying more in interest on credits than it is setting aside for the nei 
personal incomes of its workers. Instead of the lagging Long-Range Economic 
Stabilization Program, then extreme administrative measures would have to be 
undertaken in summary procedure in all the areas of economic regulation. That 
would be the end of the decentralized self-managed economy. 


The case with the Long-Range Program is the opposite of the one we read about 
concerning Micromegas, Voltaire's extraterrestrial wiseman. Having arrived 
on Earth, Micromegas discovers a boat full of philosophers by means of a very 
strong microscope [sic]. He starts a discussion and leaves them a book from 
which they will be able to learn the “purpose of things.” However, when they 
have leafed through it, they see that all its pages are blank. 


The Long-Range Program is a full book, but its influential philosophers of our 
economic policy see nothing in front of them even now. 


When it comes to interest rate policy, the basic principles of the Long-Range 
Program are as follows: first, the rate of interest must be real, i.e., 
higher than the rate of inflation; second, since the relationship has been the 
other way about for years, that is, the rate of inflation has been higher than 
the rate of interest, the first principle should be implemented gradually, 
over the three-year period 1983-1985. The real rate of interest should be 
attained not on the back of just any inflation whatsoever, but care must be 
taken that the two processes take place side by side, the rise of prices calms 
down, and the rate of interest rises, so that in 1985 the latter will be 
higher than the rate of inflation. 





Unfortunately this strategy was immediately abandoned in practice. Economic 
policy hitched an explosion of interest rates behind galloping inflation. 
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Rediscount Rate 





of the Lending Rate 
Rate of Inflation Yugoslav National of Interest of 
(Producer Prices) Bank the Bank 
1982 25 14 9-21 
1983 32 30 22-38 
1984 57 47 37-62 
1985 84 74 49-66 
(8 months) (August ) (April) 


In the OECD countries inflation amounted to 5.5 percent in 1983, about 5.25 
percent in 1984, and they envisage for 1985 as a whole that it will again be 
5.25 percent. Interest rates are in-~keeping with that. 


The unfavorable economic developments in our country in recent years have 
brought about very significant shifts in the distribution of the economy's 
income. The share of money set aside for interest has been growing rapidly, 
there has also been an appreciable jump in the share of reserves of 
organizations of associated labor in income, and everything else has been 
dropping, especially net personal incomes. Here are the figures of the 
Social Accounting Service on the structure of the distributed income of 
organizations of associated labor in the economy (in percentages): 











1981 1984 

- Net personal incomes 4.8 29.2 

- Taxes and contributions 21.2 18.3 

- Business fund and the like 13.3 12.9 
- Social Service expenditure 

(housing and the like) 14.2 11.5 

- Reserves 2.5 3.5 

- Interest 8.0 17.3 

- Other 6.0 7.3 

Total 100.0 100.0 


Ever smaller earnings and ever larger interest payments - that would not be 
accepted with enthusiasm even in the everyday life of the ordinary man. That 
is exactly the situation to which the economy is exposed. That is why the 
doubts we have heard for several decades now about the workers’ ability to 
distribute the income of their organization of associated labor in a sensible 
way sound truly ridiculous. We find one such evaluation in a letter which 
A.W. Clausen, president of the World Bank, is supposed to have sent recently 
to Mikhail Gorbachev, general secretary of the CPSU, containing suggestions 
for reforms in the Soviet economy: "...we would advise you to avoid worker 
control in the Yugoslav way, which appears to be inflationary, since the 
workers have been trying to vote themselves excessive pay increases...." 
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We have seen that the figures above, like many others, show exactly the oppo- 
site. But why would it be unjustified and inadvisable for the workers to try 
to increase their share in the income of the enterprise, when this is legiti- 
mate and correct for the capitalist, when it comes to profit? It is a ques- 
tion here of distribution, i.e., of appropriation. Accordingly, ™...maximum 
profit...corresponds to the physical minimum of the wage..." (K. Marx, “Wages 
Prices and Profit"), that is, the more that is taken by one, the less can be 
taken by the other. 


The problem of the "Yugoslav method of worker control” over the enterprise 
and income does not lie in any inherent and natural inclination of the self- 
managers to behave unreasonably with the long-term welfare of their organiza- 
tion of associated labor, which has been deprived equally of normal condi- 
tions for judgement on the basis of economic criteria and laws and of a possi- 
bility of organizing itself at the macroeconomic level of the country on the 
principles of large-scale integration and concentration. 


A Foreign Body 


However, let us get back to the principal topic. It seems that under present 
conditions and circumstances it cannot be tenable for the interest rate to be 
higher than the rate of inflation. The implementation of the Long-Range 
Program, in which the real rate of interest was only one strategic element, 
has lagged, and a second and typically anachronistic situation has been 
created in which one factor is operating outside what was conceived and set up 
as a harmonious and interconnected whole. The way out might first be in 
returning to the fastest possible implementation of the Long-Range Program, 
combined with understandable improvements and adaptations at places where this 
follows from what hes happened in the meantime or what is demanded by the 
circumstances of the moment. Otherwise the real rate of interest remains a 
foreign body in the galamatias of our economic reality. 


Over the last three years the ratio of the income the economy realized to its 
expenditures (material costs plus depreciation) has been dropping, since in 
1982 it was about 58 percent, in 1983 about 55 percent, and in 1984 about 52.5 
percent. We will be using the last figure in our computations, which means 
that for every 100 dinars of expenditures it realizes 52.5 dinars of income. 
Let us make two assumptions. The first is that all the expenditures have been 
covered by borrowing, that is, they were made on the basis of credit, at a 
real positive rate of interest. If inflation is 84 percent, interest is at 
least 85 percent. In reality, to be sure, a portion of the expenditures are 
made out of the “own” sources of the organization of associated labor, but 
this has no importance to the computation which follows. “Its own” and “some- 
one else's” resources belong equally to society, they have been turned over by 
society for management. Even the enterprise's own resources, that is, must 
always be calculated on the principle of maintaining their money value intact. 
Otherwise there is a siphoning of capital over into income, the immense pro- 
portions of which in our country has been indicated by A. Bajt in his paper 
"The Economic Foundations of the Stabilization Strategy.” The second assump- 
tion is that at differing turnover coefficients the ratio between expenditures 
and income remains unchanged, regardless of the rise of labor productivity and 


others things. 
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Assuming a coefficient of | and an interest rate of 85 percent, we get expen- 
ditures of 100, income at 52.5 and interest at 85, that is, larger than the 
entire income. 


Under the same assumptions, but with the actual turnover coefficient of 2.4, 
which is what it was in the Yugoslav economy in 1984, we find that expendi- 
ates and income are larger by that factor, while the absolute amount of 
interest remains the same and constitutes 67 percent of income. The question 
is this: what turnover coefficient of the assets of the economy must be 
achieved for income to be able to accommodate a rate of interest of 85 percent 
and all the other participants in its distribution? 


Put that way, which approximately corresponds to the current Yugoslav 
situation, we can arrive at the following relationships: 





If this is the After interest there is this 
turnover coefficient much room in income 
| - No room even for interest 
2.4 ~ For the same personal incomes and reserves 


of organizations of associated labor 


3 ~ Same as above, plus the business fund of the 
organization of associated labor 

4 ~ Same as above, plus the social-service 
cons~t~ption of the organization of associated 
labor 

5 — Same as above, plus a quite small share of 
remainder 

6 — Same as above, plus a larger share of the 
remainder 

7 ~ Same as at a coefficient of 4, plus for 


contributions and taxes 


8 ~ For nearly everything 


We should mention that beginning in 1985 official regulations transferred 
interest from income to operating costs, which is where it ought to be. Aside 
from the correct methodological grounds, this might have been done out of fear 
that the rate of interest, the way things are going, might in the foreseeable 
future be higher than all of income. Our statistical chaos has truly been 
compounded thereby, but for the hypothetical computations we have prepared 
here leaving interest out of income has no essential influence. 
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The Slow Circulation of Money 


Even if a very large error has been made, the kind that is always possible in 
improvisations, we do see the extreme gravity of the problem. Nevertheless, 
let us allow the following provisional conclusions: 


first, at a turnover coefficient of 2.4 (which we actually had in 1984), the 
income realized, at today's rate of inflation (producer prices) would have 
been adequate to cover only real interest, net personal incomes and reserves 
of organizations of associated labor; 


second, only at a hypothetical turnover coefficient of 6 are any appreciable 
appropriations for general social needs possible; 


third, only at a hypothetical coefficient of 8 is it possible (just barely) to 
meet all the needs of organizations of associated labor and society, but at 

an unsatisfactory level of the personal standard of living, social expenditure 
and investment development; 


fourth, at a turnover coefficient of 2.4, at today's inflation and assuming a 
real rate of interest, all appropriations from the income of the economy 
exceeding net personal incomes of the economy (which are now low in real 
terms) and reserves of organizations of associated labor (very modest) repre- 
sent a clear breakthrough towards inflation, since they can be covered only by 
a high rise of prices. The phenomenon of cost inflation is utterly clear. 


Certainly the real rate of interest is not solely responsible for this, but 
the feedback system between the nonsense of inflation and the real rate of 
interest does undoubtedly exist. 


Unfortunately a turnover coefficient of 8 is unattainable. In the available 
data series the best coefficient, which was 4.55, occurred way back in 1969, 
and since then it has been gradually dropping, so that in 1974 it was 3.12. 
Following the introduction of what are referred to as the laws embodying the 
system the slowing down of the turnover cycle has become steady as a chronic 
phenomenon. 


The frequent criticism of socialist economic systems, even by Western econo- 
mists, has precisely to do with the weaknesses of business turnover, i.e., 
with the slow circulation and accordingly unnecessary large proportions of 
working capital. In our case we have to agree that this assessment is 
justified. 


The first precondition for improving the situation is certainly an efficiency 
in the internal economy of the enterprise that is considerably higher than at 
present. It would have to guarantee the greatest possible conservation of 
materials and energy, the best utilization of capacity, reliable “market ing,” 
and so on, toward the goal of the assets used, regardless of whether they are 
“own” or “someone else's,” bringing in the largest possible income. The imme- 
diate role of the real rate of interest is paramount in this if the business 
operation of the economy is to be set up on economic principles. Indirectly, 
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if the real rate of interest brings about a grovth of income and personal 
incomes, and thereby a stronger stimulation of the workers to operate in the 
direction of more efficient internal economy, the real rate of interest has 
still greater importance. 


However, mone of this comes about if the constructive impact of the real rate 
of interest is destroyed in advance by the fact that the economic organization 
is unable to obtain the factors of production in a manner which corresponds to 
a rapid turnover cycle. We are referring here to raw materials and other 
supplies, spare parts and maintenance supplies, the capital goods for rapid 
response to market signals, money and credit, and the most competent person- 
nel. What is more, if this is not provided for, the outcome goes in the 
direction of defeat. 


That is precisely the danger we are in now. The extremely fragmented nature 
and localism of the market and the same kind of regionalization of banking are 
turning the effect of the real rate of interest in a negative direct ion. 


In addition, the problems with the balance of payments and the country's 
foreign-exchange liquidity represent an extremely aggravating circumstance. 
Imports, as a factor limiting the supply, are dealing a very powerful blow to 
the enterprise's internal economy. 


The first precondition for the effective role of the real rate of interest, 
then, is establishment of the complete unity of the Yugoslav market and 
eliminacing the most important “bottlenecks” in imports. Three years after 
adoption of the program of measures which were conceived so as to lead in that 
direction we still seem to be standing still. 


What Is to be done 


Removing the obstacles to regular supply of the economy would in and of itself 
appreciably increase the rate of turnover of assets. A further breakthrough 
in this regard would be the indispensable raising of efficiency of internal 
economy, for which, as has been emphasized, fundamental changes on 4 macro- 
economic scale are essential and urgent. Aside from what we have referred to, 
there are other preconditions here, such as eliminating the gross disparities 
in prices, the powerful stimulation of labor productivity by displacing 
levelling, development of certain sectors of the economy programmed for the 
country as a whole (agriculture, the fuel and power industry, etc.); and other 
reforms envisaged by the Long-Range Program. 


These and other lines of action, which we have no room to touch upon here, 
would deal a powerful blow to cost inflation. Trends might be brought about 
such as were counted on in 1982 in the Antiinflation Program: inflation comes 
down and the level of rate of interest adapts, all the way to the point where 
these two directions intersect in such a way that the rate of interest crosses 
over into the zone of real positive value. 


The separate evolution of the real rate of interest (as well as of certain 
other functions), detached from the entire context of the Long-Range Prograsm, 
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has undoubtedly had grave consequences. inflation has been given a large 
impetus, the social product has been stagnant, the development of the produc- 
tive forces has been fettered, and the unjustified siphoning of income has 
become more and sore videspread. 


What can be done in the next two years? 
Let us take for an example a randomly chosen task: speeding up the turnover 
cycle so that the coefficient is 3; inflation about 30 percent; and the real 


rate of interest in keeping with that, at least a bit higher. 


It does not seem unrealizable. But perhaps we are asking too much of our 
feeble capabilities. 
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